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PiSstwBeriOn OF INCONE TO PETER L. 
PER Vee CATHERINE B. FERRY OF 
INCOME PROM TRUST 22012 


SIZE NS NATIONAL TRUST & SAVINGS BANK 


Date Amount 
Panto lo omtoeWec, ol. 1O25 es 552.54 
Year 1926 1,042.00 
Year 1927 822.50 
Year 1928 880.00 
Year 1929 719.43 
Year 1930 834.28 
Year 1931 1,574.91 
Year 1932 1,497.72 
Year 1933 153451 
Year 1934 1,565.97 
Jan. 1, 1935 to June 16, 1935 652.20 

Total $11,475.86 


The above checks payable to Peter L. Ferry and Cath- 
erine Ferry. 
$11,281.99 stipulated to be correct amt. and not 


$11,475.86 as stated above. 
jets © CONNOR: 


Judge 


[Endorsed]: No. 2106 O’C. Ferry vs. Rogan. PIf. 
Exhibit No. 41 in evid. Filed 6/3, 1943 By Cross, 
Deputy Clerk. 
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DISTRIBUTION OF INCOME OF TRUST 3 gee 
OF TITLE GUARANTEE AND DG 


COMPANY 

Date Amount 
Mar. 4, 1931 $ 722.93 
Nov. 4, 1931 180.00 
Nov. 25771951 260.00 
Ihethy lo. MS 30.45 
Oct. Loe l932 525.00 
Nov. 1, 1933 500.00 
Votal $2,218.38 


Stipulated: 


The checks for about amts. were made payable to Peter 
ee retny. 


yet 


[Endorsed]: No. 2106 O’C. Ferry vs. Rogan. PIf. 
Exhibit No. 42 in evid. Filed 6/3-1943. By Cross, 
Deputy Clerk. 
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Pec See niBil NO: 43] 


SBOCURITY-FiRS! NATIONAL BANK OF 
EGS ANGELES 
TRUST 35-5569 


1925 September 8 80.09 
August 19 $ 76.86 October 10 80.09 
September 11 77.74 November 9 80.09 
October 10 75.71 December 12 80.09 
November 10 7.201925 
December 10 G72 January 11 80.09 

1926 February 8 80.09 
January 11 77 04 March 10 80.09 
March 18 79.42 April 10 80.09 
April 12 S072 May 10 80.09 
May 10 45.37 June 11 80.09 
June 10 39.26 July 10 80.09 
July 8 40.94 August 11 80.09 
August 10 80.09 September 11 80.09 
September 8 80.09 October 11 80.09 
October 8 80.09 November 9 80.09 
November 10 80.09 December 10 80.09 
December 10 80.09 1929 

1927 January 11 80.09 
January 7 80.09 February 9 80.09 
February 10 80.09 March 11 80.09 
March 8 80.09 April 10 71.19 
April 11 80.09 May 10 7119 
May 10 80.09 June 11 71.19 
June 10 80.09 July 10 71.19 
July 9 80.09 August 10 71.19 


August 17 80.09 September 10 71.19 
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October 11 71.19 
November 9 71.19 
December 10 MS 
1930 
January 10 71.19 
February 10 71.19 
March 11 71.19 
1930—Cont’d. 
April 10 RB Ail gle 
May 2 71.19 
June 11 71.19 
July 11 71.19 
August 8 AME 
September 10 71.19 
October 10 71.19 
November 10 71.19 
December 10 71.19 
1931 
January 12 71EIS 
February 11 44,92 
March 9 71.19 
April 11 80.09 
May 11 80.09 
June 10 80.09 
July 10 80.09 
August 11 80.09 
September 10 80.09 
October 13 80.09 
November 12 80.09 
December 11 80.09 


1932 


January 12 
February 10 
Nanchorlt 
April 12 
May 11 
June 10 
July, 12 
August 10 
September 10 
October 10 
November 10 
December 10 


1933 


January 11 
February 10 
March 15 
April 10 
May ll 
June 10 
July 11 
August 11 
September 11 
November 10 
December al 


1934 


January 11 
February 10 
March 10 
May 10 
June 9 

July 11 


80.09 
80.09 
80.09 
51.86 
Sea 
80.09 
80.09 
80.09 
69.88 

4.59 
24.00 
75.00 


80.00 
75.00 
50.00 
16.00 
50.00 
70.00 
80.00 
65.00 
35.00 
75.00 
80.00 


55.00 
50.00 
44.00 
30.00 
85.00 
62.00 
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August 10 2200 1935 
September 11 25100 January 11 23.00 
October 11 40.00 February 13 28.00 
November 10 25.00 March 9 45.00 
December 11 80.00 evel Jl 30.00 
May 10 30.00 
jobs UG 80.00 
Total for Catherine Ferry $7,826.78 


emaorsed | NoOwZ106 O.C.  Merrny vs. Rosen Pir 
Exhibit No. 43 in evid. Filed 6/3, 1943. By Cross, 
Deputy Clerk. 
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DISTRIBUTION OF PORTION OF INCOME OF 
TRUST #4358—SECURITY FIRST NATIONAL 
BANK 


Date Amount To Whom Check Payable 

1926 

January 22 $535.00 Peter L. Ferry & Catherine B. Ferry 
February 1 535.00 ne ce «<6 &< 
March 1 535.00 oS ‘6 66 ‘ 
April 1 535.00 “ ce «<6 «“ 
May 1 535.00 ue ee «“ “ 
June 1 535.00 64 «6 ‘ 
July 1 535.00 ue “ «“ te 
August 2 535.00 es oh ‘6 &< 
September 1 535.00 o es « « 
October 1 535.00 z és ée 
November 1 535.00 . os “6 ‘ 
December 1 535.00 cg te «6 «<6 
1927 

January 3 535.00 a “ « « 
February 1 535.00 S oc 6 &é 
March 1 535.00 a es «4 ce 
Papi 535.00 a 66 ‘<6 « 
May 2 535.00 i “ c ce 
Jinest 535.00 4 66 «6 “ 
July 1 535.00 - as ‘< & 
August 1 535.00 : zi ‘ te 
September 1 535.00 i 6 ‘6 & 
October 1 535.00 @ 66 ‘6 «é 
October 31 55.00 He 66 &< ‘ce 
November 30 535.00 ps «“ «6 cc 


December 30 535.00 se mc 6 & 


(Plaintift’s Exhibit No. 44) 


1928 
January 31 
February 29 
March 31 
April 30 
May 31 
June 27 
italy 31 
August 31 
September 29 
October 30 


1920 
January 1 
January 8 
F ebruary 4 
February 27 
March 30 
April 30 
May 31 
June 28 
July 31 
August 29 
September 30 
October 31 
November 30 


1930 
January 2 


January 8 
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535.00 
535.00 
535.00 
535.00 
535.00 
532800 
535.00 
535.00 
535.00 
395.00 


535.00 
246.51 
535.00 
939.00 
535.00 
535.00 
535.00 
535.00 
535.00 
535.00 
535.00 
535.009) 
530.00 


535.00 
oige29 


Va 
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Date Amount To Whom Check Payable 


1930—Cont’d. 
January 27 $535.00 Peter L. Ferry & Catherine B. Ferry 


February 28 535.00 e es « z 
March 29 535.00 “ a ‘6 é 
April 30 535.00 a st « « 
May 31 535.00 6 «« « 
July 1 535.00 Ee “ c z 
July 31 475.55 ae « “ ca 
August 30 475.55 3 66 ‘<6 6 
October 1 535.00 . ue «< « 
October 30 535.00 ie fe «6 « 
December 1 535.00 a: uc «“ é 
1931 

llantiany 2 97 9359,00 a co « « 
January15 209.68 - me « « 
February 2 535.00 “ cc ée éé 
March 2 535.00 ae és & « 
April 1 535.00 m “ “ c 
May 1 535.00 . “ «| 
June 1 535.00 es “ c és 
July 1 535.00 - “ « P 
August 1 535.00 s 66 «<6 cé 
August 31 535.00 ia vs « « 
October 1 535.00 - ke «<6 « 
October 31 535.00 . 6 é< « 
November 30 535.00 s cs «<4 « 


December 30 535.00 us «6 cs ‘“ 


us. Catherine B. Ferry, etc. 


(Plaintiff’s Exhibit No. 44) 


uISZ 


January 2 
January 28 
February 29 
March 31 
April 29 
May 31 
June 29 
July 29 
August 31 
September 30 
November 30 
December 29 


1933 
January 30 
March 1 
March 30 
April 29 
June 1 

June 30 

July 29 
August 31 
September 30 
October 30 
November 29 
December 29 


1934 
January 30 
February 28 
March 30 
April 27 


201.89 
535.00 
535.00 
535.00 
535.00 
535.00 
535.00 
53502 
535.02 
535.02 
Boa07 
939,02 


530.02 
63.00 
63.00 
44.00 
60.00 
14.00 
30.00 
21.00 
63.00 
63.00 
63.00 
63.00 


63.00 
63.00 
63.00 
63.00 


Catherine B. Ferry 


6c 


&é 


TES, 
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Date Amount To Whom Check Payable 
1934—Cont’d. 

. May 29 $ 63.00 Catherine B. Ferry 
June 29 63.00 a ie 
Nala 27 63.00 ‘ a 
August 30 63.00 3 . 
September 28 63.00 ne 3 
November 1 45.00 zs a 
December 1 63.00 ¢ 3 
December 31 43.00 i i 
1935 
January 30 56.00 . as 
February 27 50.00 i cs 
March 29 45.00 a _ 
May 1 20.00 e 3 
May 29 63.00 4 \ 


Total payable solely to Catherine B. Ferry $ 1,562.00 


Total payable to Peter L. Ferry & Catherine 
B. Ferry $46,327.43 


[Endorsed]: No. 2106 O’C. Ferry vs. Rogan. PIf. 
Exhibit No. 44 in evid. Filed 6/3-1943. By Cross, 
Deputy Clerk. 
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ae SER ALBIT NO: 45) 


ir :R 
[ Crest ] 


Office of 
Internal Revenue Agent in Charge 


TREASURY DEPARTMENT 
Internal Revenue Service 
Los Angeles, California. 


Peter L. Fetry, 
3030 Chevy Chase Drive, 
Glendale, California, 


igere: Income Tax 

Date of Report: 8 Nov 1930 

Years Examined: 1928. 
Sir: 

Inclosed herewith you will find copy of report cover- 
ing examination recently made by a representative of this 
office, concerning your income tax liability, which is fur- 
nished for your information and files. The original of 
this report has been forwarded for final action to the 
Commissioner of Internal Revenue at Washington, D. C. 

No remittance should be made until you receive notice 
of assessment from the Collector of Internal Revenue 
for your District. Interest is payable on deficiencies 
found due as set forth on the inclosed Form 882. 

Kindly acknowledge receipt of the inclosed report to the 
undersigned by return mail. 

Respectfully, 
Alf Oftedal 
Internal Revenue Agent in Charge. 
Inclosures: 
Py 
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Examining Officer 


Vernon Cbg 


Neamew Peter le Meni, 
3030 Chevy Chase Drive, 
Glendale, California. 


STATEMENT OF TOTAL TAX LIABIIMNS 


Adjustments Proposed in 


Year Tax Previously Accompanying Report Correct Tax 
Assessed Deficiency Overassessment Liability 
1928 $2005.19 $5.86 Bice. $2,011.05 
Totals ie Sina) ee 
Note 


The amount shown in the first column of the above 
statement is the amount assessed on the original return 
except as indicated in the following summary of adjust- 
ments previously made: 

Wear 19 
Original tax uc. 
Deiciency wascecscd ee io: | ee 
or 
Overassessment scheduled......, 19 


Net tax previously assesses ee ae —— 
Vear (9 
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fever IL. Perry 
PRELIMINARY STATEMENT 


Summary 
Biean, Deficiency 
1928 $5.86 


The above stated deficiency results largely from the 
omission of taxable income from Trust No. 5819. Other 
adjustments are made in net income from business and 
deduction of contributions. 

Taxpayer had six children under 18 years of age and 
was the sole support of his wife’s father and mother. 

Changes were discussed with taxpayer who offers no 
objections and waiver form 870 is submitted. 


mon 


ever L. Kerry 
See DULE NO: 1 


Block Adjustments 


Year 1928 
Husband’s Wife’s Changes Husband’s Wife’s 
Return Return corrected Corrected 
2 Business 12,559.01 (1,681.05) 10,877.96 
3 Interest 3,434.30 3,434.30 3,434.30 3,434.30 
4 Trusts 6,722.74 6,722.74 2,326.65 7,886.07 7,886.06 
5 Rents 4,293.34 5,471.34 4,882.34 4,882.34 
6 Profit Sales 6,846.33 6,846.33 6,846.33 6,846.33 
TOTAL 33,855.72 22,474.71 645.60 33,927.00 23,049.03 
15 Contributions 2,797.34 301.44 2,495.90 
error in footing (10.00) (10.00) 


TOTAL INCOME 31,068.38 22,474.71 937.04 31,431.10 23,049.03 
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SCHEDULE NOs 


Explanation of Items 


Item 2. Net income from business. 


Return Changes Revised 
Sales 258,740.13 (a) 54,900.00 203,840.13 
Less Labor 45,042.25 45,042.25 
Purchases 191,837.59 (b) 49,969.63 141,867.96 
Eqpt. Inventory 4,640.64 (c) 4,640.64 
Depreciation 4,640.64 (d) (1,411.32) 6,051.96 
Total 246,161.12 53,198.95 192,962.17 
Net Income WAV ARON 1,701.05 T@je77ee 
—4— 


Penge Ibs lenny 


Schedule No. 1-A (cont.) 


Net Income $12,579.01 $1,701.05 $10,877.96 
Error on Return 20:00" 


(a) Receipts from borrowed money. 


(b) Items included in purchases as follows: 


Land Investment $ 5,500.00 
Improvement Assessments 4,069.84 
Note payments & money transfers 37,095.63 
School tuitions 1,804.16 
Church Donations 1,500.00 


Total $49,969.63 
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(c) Decrease in equipment inventory also 


deducted as depreciation. 


(d) Depreciation of contractors equipment 


allowed as follows: 


Table of Depreciation 


Balance 12/31/27 


1273728 
Deduct Bal. M3725 


Balance 12/31/28 


$60,041.38 


60.041.38 
29,781.60 


oOo 75 


Depreciation at 20% 


785 


Dao Os 2G 


No equipment has been purchased since year 1926 and 


deduction is allowed at rate used in computation of prior 


years allowance. 


Item 3. Interest income was accurately reported. 


Item 4. Income from trusts. 


A. #4358 
#2012 
#5869 
#1052 
#5819 


eo 


Total 


$ 2,439.88 
5,126.35 
2,126.24 
3,755.01 
Z,526°05 
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Peter L. 


a 
Ferry 
Schedule No. 1-A (cont.) 

One-half to each husband and wife $7,886.07. 
Income from items “A” to “D” inclusive con- 
sist of interest and amounts were accurately re- 
ported. Income from item “E”’ represents the 
distributive income as indicated in R.A.R. O.A. 
Danielson, dated 7-23-1930. No cash distribu- 
tion was made and taxpayer omitted to report 


the accrued income. 


Item 5. Rental income was accurately reported. Depre- 


Item 6. 


Item 15. 


ciation is allowable as computed at 4% but de- 
ductible in amount of one-half to each husband 
and wife. 

Profit of $13,692.66 was accurately reported as 
indicated in partnership return of Glendale Air- 


port Association examined by Agent Calkins on 
Sept. 111930) 


Contributions are allowed as follows: 


Glendale Community Chest $ 135.00 

Rev. Father Howard Bldg. 
Fund 1,500.00 
Church Contributions 860.90 
Total 2,495.90 


Contributions were disbursed out of business 
income and deductible by husband. 


vs. Catherine B. Ferry, etc. 
(Plaintiff’s Exhibit No. 45) 
—6- 
Pever L. Ferry 


SCHEDULE NOr 2 
Computation of Tax 


Net income (from schedule 1) 


Income subject to surtax 


Less: Personal exemption and credit for 


dependents 


Balance subject to normal tax 


Normal tax at 
1%% on $ 4,000.00 60.00 


3% 4,000.00 120.00 

5% 16,731.10 836.56 

Surtax on 31,431.10 994.49 
dota Was: 


Tax previously assessed 


Additional tax to be assessed 


yO7 


Year 1928. 
$31,431.10 


$31,431.10 


6,700.00 


G24 7a 10 


Z,01IEOS 


$ 2010805 


2,005.19 
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Mirgiverem). Perry, 
3030 Chevy Chase Dr 
Glendale, Calif. 


Nov. 510161—1930 L 


This office has received from the Internal Revenue 
Agent in Charge, together with the related documents, 
your agreement consenting to the immediate assessment 
of an income tax deficiency for the year or years 1928, 
amounting to $5.86. 


Interest from the date the tax should have been paid 
if the return or returns had been correctly prepared is 
accruing on the deficiency at the rate of one-half of 1% 
per month. If the deficiency is paid immediately, the 
interest will run to the date of payment. Otherwise, the 
interest will run to date of assessment or to thirty days 
after the filing of your waiver, whichever is earlier. In- 
terest computed up to 10/27/30 amounts to $ .57 on 
or before 10/24/30. 


It is requested that you return the inclosed copy of 
this letter with your remittance covering both the tax 
and interest at your earliest convenience, using the franked 
envelope which requires no postage; otherwise the amount 
of the additional tax, together with a greater amount of 
interest, will be included in a formal notice and demand 
which will be sent you as soon as the items can be listed 


for assessment. 
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Deficiency Tax 5.86 


‘ Int 7, 
6.43 
Respectfully, 
Galen H. Welch, 
Collector, 
By E M Cohee KT 
E. M. Cohee, 
Chief Office Deputy. 
San 20 a 
Nov. 13, 1930 


irs, Peter by erty, 
3030 Chevy Chase Dr 
Glendale, Calif. 


Nov. 510160-—1930 L 


This office has received from the Internal Revenue 
Agent in Charge, together with the related documents, 
your agreement consenting to the immediate assessment 
of an income tax deficiency for the year or years 1928, 
amounting to $96.43. 


Interest from the date the tax should have been paid 
if the return or returns had been correctly prepared is 
accruing on the deficiency at the rate of one-half of 1% 
per month. If the deficiency is paid immediately, the 


790 Ethel Strickland Rogan, etc. 
(Plaintiff’s Exhibit No. 45) 


interest will run to the date of payment. Otherwise, the 
interest will run to date of assessment or to thirty days 
after the filing of your waiver, whichever is earlier. In- 
terest computed up to 10/27/30 amounts to $9.35 on 
or before 11/24/30. 


It is requested that you return the inclosed copy of 
this letter with your remittance covering both the tax 
and interest at your earliest convenience, using the franked 
envelope which requires no postage; otherwise the amount 
of the additional tax, together with a greater amount of 
interest, will be included in a formal notice and demand 
which will be sent you as soon as the items can be listed 


for assessment. 


Deficiency Tax 96.43 
: Int O35 


105.78 
Respectfully, 
Galen H. Welch, 
Collector, 
By E M Cohee KT 
E. M. Cohee, 


Chief Office Deputy. 
gE 233 
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TTR 
[ Crest ] 
Office of 


Internal Revenue Agent in Charge 


TREASURY DEPARTMENT 
Internal Revenue Service 
Los Angeles, California. 


Mic Peter L. Ferry, 
3030 Chevy Chase Drive, 
Glendale, California. 


lnere= Uncome Tax 
Date of Report: 8 Nov 1930 
Years Examined: 1928. 


Madam: 

Inclosed herewith you will find copy of report covering 
examination recently made by a representative of this 
office, concerning your income tax liability, which is fur- 
nished for your information and files. The original of 
this report has been forwarded for final action to the 
Commissioner of Internal Revenue at Washington, D. C. 

No remittance should be made until you receive notice 
of assessment from the Collector of Internal Revenue 
for your District. Interest is payable on deficiencies 
found due as set forth on the inclosed Form 882. 

Kindly acknowledge receipt of the inclosed report to 
the undersigned by return mail. 

Respectfully, 
Inclosures: 
Alf Oftedal 
Internal Revenue Agent in Charge. 


iy Make check 
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Examining Officer 
Vernon C)Elaae 


Name Mrs. Peter L. Ferry 
3030 Chevy Chase Drive, 
Glendale, Calif. 


STATEMENT OF TOTAL TAX LIABIEMii 


Adjustments Proposed in 


Year Tax Previously Accompanying Report Correct Tax 
Assessed Deficiency Overassessment Liability 
1928 $1,196.46 $96.43 — Bceccceccan $1,292.89 
TotalSixccciccue slates “ee ee 
Note 


The amount shown in the first column of the above 
statement is the amount assessed on the original return 
except as indicated in the following summary of adjust- 


ments previously made: 


Mea 1) 
Original tax o2ccsccueeeesee ee ee 
Deficiency assessed.................«-- f1os eee 
or 
Overassessment scheduled.......... Oe (= Renee 


Net tax previously assessed ===. 


Year 19 
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= 
Mrs. Peter L. Ferry. 
PRELISMINARY STATEMENT 
Summary 


Mean Deficiency 
1928 $96.43 


The above stated deficiency results from the increase 
in income from trusts as indicated in Schedule 1 of re- 
port of husband attached. 

Changes were discussed with husband, Peter L. Ferry, 
who offers no objections, and waiver from 870 is sub- 
mitted. 


Lan 
Mrs. Peter L. Ferry 


SCHEDULE NOt 
Computation of Tax 


Year 1928. 
Net income (from Schedule 1) of report of 
husband $23,049.03 
Income subject to surtax $23,049.03 
Personal exemption and credit for dependents 
allowed in husband’s report $23,049.03 
Normal tax at 
144% on $ 4,000. 60.00 
3% 4,000. 120.00 
5% 15,049.03 752.45 
Surtax on 23,049.03 382.94 oils ae 


Total Tax $ 1,315.39 
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Less: Credit of 25% for earned net income 


(from Schedule 1-A) 22.50 
Total Tax Assessable $ 1,292.89 
Tax previously assessed 1,196.46 
Additional tax to be assessed $ 96.43 


SCHEDOUEE ING. 122 


Computation of Earned Income Credit 


Year 1928. 
Earned net income $5,000.00 
Normal tax at 
1%% on $4,000. -. 60.00 
3% 1,000. 30.00 90.00 
Total Tax $ 90.00 
Credit of 25 per cent $ 2230 


[Endorsed]: No. 2106 OC. Ferry vs. Rogan. PIlf. 
Exhibit No. 45 in evid. Filed 6/3, 1943 By Cross, 
Deputy Clerk. 
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PLEATS EXHIBIT INO, 59] 


[ Crest] 
Office of 


Internal Revenue Agent in Charge 
Los Angeles Division 


tRE A SURY DEPARTMENT 
Internal Revenue Service 
939 South Broadway 
Los Angeles, Calif. 


January 25th, 1937 
MT-ET 
istrict 6th., Cal. 
Estate of Peter Ferry 
Date of death June 16th., 1935 


Freston & Files, Attorneys for the Executrix, 
Bank of America Building 
Los Angeles, Cal. 
Sirs: 

My investigation and audit in the above named estate 
results in recommendations to the Bureau as follows: 

Changes only in form 706 return are as follows: 
Schedule C-2 Life Insurance. 

Total $160,071.24 $292,632.72 


Any community interest of the surviv- 
ing spouse is not an allowable deduction. 
Jas Newman decision case 29 B.T.A. 
page 53. 

Total insurance...... $331,632.72 
iLGSS ee $ 40,000.00 


Taxable insurance $292,632.72 
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(Plaintiff’s Exhibit No. 59) 
Schedule D-1. Jointly owned 
property $ 625385 $ 8,549.27 


Item 1. Cash in bank 3,140.70 3,460.70 
Verified in the sum 
of $3,460.70 at said 
Bank on date of dece- 
dents death. 


Item 3. 14.29 28.59 
Recommended in the 
full amount of cash in 
this account, same being 


decedents own moneys. 


Items 7 & 8. W535 348.27 
Recommended Ong 
same reasons as. for 


Item 3 above. 


Item 11. 100.00 1 225200 
Sales at 35 is recom- 
mended. Constribution 
was all by decedent. 
Item 14. 262.50 945.00 
Bledeer 1 Come 
mean of Bid and Asked 
of 2% is recommended. 
Contribution was all by 
decedent. 


Item AS: No market value 
Apart yehomiek —., $ 50.00 Nil 
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(Plaintiff's Exhibit No. 59) 
Schedule D-2 Total > 625.00 
Item not returned of 
Furniture and Furnish- 
ings in decedents home 
at 3030 Chevy Chase, 
Glendale, appraised at 
$3,530.00 is added to 
this schedule. 


Schedule E. Total None. 


825 


3D e200 


$610,837.45 


The six trusts are recommended as taxable transfers. 


Trust No. 
ee2012 Citizens Nat’ Tr. & Sav. Bk. 
Only difference from Leslie’s re- 

port is that all interest accrued is 
recommended taxable. Item 18 in 
said trust as to interest is corrected 
to read $48.11 instead of $46.96 

#6204. Citizens Nat’! Tr. & Sav. Bk. 


Total gross value of trust 
assets $199,225.00 


Less taxes a lien at date 


of death 3,374.63 


Net assets $195,850.37 


Beagoo. oec-ist., Natl Tr. & Sav. Bk. 
(Leslie’s value. ) 

Total gross assets. $ 95,22506 

esc taxes) a Men.........-.. 43.84 


Net assets $ 95,182.02 


62,209,116 


DIOS eoU257 


(Leslie’s value ) 


GS 9ome2 07 
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#5-5869 Do. $108,363.36 


Leslie’s total was $107,254.91 Rec. 
Item 1. 9,775.00 


Hartley Rogers & Co., Bid of 85 
Item 2. 3,288.75 


Ney 5. lx. sales at 117-378 15 rec. 
Item 6. 5,350.25 


N.Y.Curb mean of sales T 107-1/8 
Item 11. 2,102.50 


N.Y.Curb mean of sales at 105-1/8 
Item 12. 3,097.20 


N.Y.S5.Ex. mean of sales at 103.24 
#S-1080. Title Guarantee Tr. 


Om 060 —s—“‘“—;*C*C Sr $ 2,547.74 
Total Trust assets $26,950.00 
Decedents interest 1/10 2,695.00 
Less taxes a lien....1/10/ (147.26 


Net assets 2,547.74 
#P-1050 Title Guarantee & 


Mrast-Co, $126,604.80 
Total value of trust assets $126,628.85 
IEess taxemea lien... 24.05 / 


Net value $126,604.80 
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CElnimntitiseEinibit” No. 59) 
PD) CGuChiONS..........-. Total S$ 1412618 $ 9,909.60 


Recommended allowable only to the extent of the 


value of the gross estate Probated. 


Ruling of General Counci] in the Max Fertig 
estate, 11/19/34. Re—Est. John C. Bullock | 


Credit for State Inheritance Taxes paid is disallowed 
temporarily until proof is filed. 


Copy of Form 722 is enclosed. 


A waiver form showing a deficiency tax of $131,195.69 
is enclosed and it is requested that the Executrix sign it 
and return to this office. 


Respectfully, 


Nat H. Eddy 
Internal Revenue Agent. 


Wsidorsed |= No. 21106 OC. Ferry vs. Rogan. “Plt, 
Exhibit No. 59 for ident., later in evid. Filed 6/3, 1943. 
By Cross, Deputy Clerk. 
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[PLAINTIFF’S EXEMBIT INO Mam 
Metropolitan Life 


MEMORANDUM 


To: 
Jehireyaal 


W. Partridge, Claim Division 
C. J. Stahl, Ordinary Audit 


Subject: Policy 1032329-A— Peter En icra: 
On policy 1032329-A the following premiums less 


dividends were paid: 


Amount of 


Due Date Premium 
May 28, 1915 $ 66.10 
November 28,1915 66.10 
May 28, 1916 66.10 
November 28,1916 66.10 
May 28, 1917 66.10 
November 28,1917 66.10 
May 28, 1918 66.10 
November 28,1918 66.10 
May 28, 1919 66.10 
November 28,1919 66.10 
May 28, 1920 66.10 
November 28, 1920 66.10 
May 28, 1921 66.10 
November 28,1921 66.10 
May 28, 1922 66.10 
November 28, 1922 66.10 
May 28, 1923 66.10 
November 28,1923 66.10 
May 28, 1924 66.10 
November 28, 1924 66.10 
May 23, 1925 66.10 
November 28,1925 66.10 


Date of 
Payment 


May 29, 1915 
November 6, 1915 
May 13, 1916 
October 28, 1916 
May 5, 1917 
November 24, 1917 
May 4, 1918 
October 24, 1918 
May 3, 1919 
November 1, 1919 
April 24, 1920 
December 11, 1920 
May 14, 1921 
November 26, 1921 
May 13, 1922 
November 25, 1922 
April 2Za1923 
October 27, 1923 
April 26, 1924 
November 1, 1924 
May 16, 1925 
October 31, 1925 


Amount of 
' Dividend 


3.74 


4.54 


9.70 


24.00 
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Amount of 


Due Date Premium 


66.10 
66.10 
66.10 
66.10 
66.10 
66.10 
66.10 


May 28, 1926 
November 28, 1926 
May 28, 1927 
November 28, 1927 
May 28, 1928 
November 28, 1928 
May 28, 1929 


November 28,1929 66.10 
May 28, 1930 66.10 
November 28, 1930 66.10 


May 28, 1931 
November 28, 1931 
May 28, 1932 
November 28, 1932 
May 28, 1933 
November 28, 1933 
May 28, 1934 


66.10 
66.10 
66.10 
66.10 
66.10 
66.10 
66.10 


November 28, 1934 66.10 
May 28, 1935 66.10 
Total 2.71010 


Date of 
Payment 


May 1, 1926 
November 27, 1926 
May 7, 1927 
December 3, 1927 
May 5, 1928 
November 24, 1928 
April 20, 1929 
October 12, 1929 
April 19, 1930 
November 8, 1930 
April 18, 1931 
January 2, 1932 
April 30, 1932 
December 24, 1932 
May 20, 1933 
November 25, 1933 
April 28, 1934 
November 17, 1934 
June 8, 1935 


829 


Amount of 
Dividend 


28.47 


S135 


33.45 


Sal WA 


40.51 


35200 


40.50 


37.80 


SOUS) 


S08. 


403.50 


When Ciaim was paid premium refund of $55.08 was 
allowed and a dividend of $3.37 was paid. 


[Endorsed]: No. 2106 O’C. Ferry vs. Rogan. 
Filed 6/8-1943. 


Exhibit No. 61 in evid. 
Deputy Clerk. 


Teles 


By Cross, 
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[PLAINTIFF’S EXHIBIT NOM) 
Metropolitan Life 
MEMORANDUM 
To: W. Partridge, Claim Division 
from: ©. J. Stahl; Ordinary adit 
Subject: Policy 1032491-A—Peter L. Ferry 


On policy 1032491-A the following premiums less 
dividends were paid: 


Amountof Date of Amount of 
Due Date , Premium Payment Dividend 
May 28, 1915 $ 64.62 June 12,1915 — 
November 28,1915 64.62 November 6, 1915 — 
May 28, 1916 64.62 May 13, 1916 — 
November 28,1916 64.62 October 28, 1916 — 
May 28, 1917 64.62 May 5, 1917 — 
November 28,1917 64.62 November 24, 1917 —_~ 
May 28, 1918 64.62 May 4, 1918 — 
November 28,1918 64.62 October 24, 1918 — 
May 28, 1919 64.62 May 3, 1919 — 
November 28,1919 64.62 November 1, 1919 — 
May 28, 1920 64.62 April 24, 1920 — 
November 28,1920 64.62 November 13, 1920 — 
May 28, 1921 64.62 May 14, 1921 — 
November 28,1921 64.62 November 26, 1921 — 
May 28, 1922 64.62 May 13, 1922 3.66 
November 28,1922 64.62 November 25, 1922 — 
May 28, 1923 64.62 April 28, 1923 4.44 
November 28,1923 64.62 October 27, 1923 — 
May 28,1924 64.62 April 26, 1924 9.48 
November 28, 1924 64.62 November 1, 1924 — 
May 28, 1925 64.62 May 2, 1925 23.46 


November 28,1925 64.62 October 31, 1925 — 


vs. Catherme B. Ferry, etc. 


(Plaintift’s Exhibit No. 62) 


Amount of 

Due Date Premium 
May 28, 1926 64.62 
November 28,1926 64.62 
May 28, 1927 64.62 
November 28,1927 64.62 
May 28, 1928 64.62 
November 28,1928 64.62 
May 28, 1929 64.62 
November 28,1929 64.62 
May 28, 1930 64.62 
November 28,1930 64.62 
May 28, 1931 64.62 
November 28, 1931 64.62 
May 28, 1932 64.62 
November 28,1932 64.62 
May 28, 1933 64.62 
November 28,1933 64.62 
May 28, 1934 64.62 
November 28,1934 64.62 
May 28, 1935 64.62 
Total 2,649.42 


Date of 
Payment 


May 1, 1926 
November 27, 1926 
May 7, 1927 
December 3, 1927 
May 5, 1928 
November 24, 1928 
April 20, 1929 
October 12, 1929 
April 19, 1930 
November 8, 1930 
April 18, 1931 
January 2, 1932 
April 30, 1932 
December 24, 1932 
May 20,1933 
November 25, 1933 
April 28, 1934 
November 17, 1934 
Jumes, 1935 


83 


Amount of 
Dividend 


24.84 


31.14 


52.70) 


34.38 


36.24 


38.16 


39.60 


36.96 


og 


Saree 


Se 


When Claim was paid premium refund of $53.85 was 


allowed and a dividend of $3.29 was paid. 


[ Endorsed ] : 
Exhibit No. 62 in evid. 
Deputy Clerk. 


Nome Zl05 © OC ehemy vs Kogan. Fit 


Filed 6/8-1943. By Cross, 


aggak 
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[PLAINTIFF’S EXHIBIT NO. 63] 


DISTRIBUTIONS OF INCOME FROM 
TRUST #1052 


TITLE GUARANTEE & TRUST COMP 


1925 
March 18 $ 3,576.45 


1926 


Epril 21 261.46 
une 16 247.26 
August 21 $059.29 
November 19 465.71 
1927 
March 2 446.50 
March 9 500.00 
Anil | 500.00 
May 2 500.00 
June 1 500.00 
July 1 500.00 
July 30 500.00 
August 30 500.00 
October 1 500.00 
November 1 500.00 
November 28 = 2,500.00 
December 1 500.00 
December 21 500.00 
1928 
February 1 509.00 
March | 500.00 
April 2 500.00 
May 2 500.00 
June 1 500.00 
June 30 500.00 


August 1 
August 31 
October 1 
November 1 
December 3 
December 31 


WZ) 


February 1 
March 1 
Ayotile! 

May 1 

Jae th 

July 1 
August 1 
Sepremmbenns 
October 1 
November 1 
December 2 
December 31 


1930 


January 1 
February 1 
March I 
April 1 
Anilece 
May 29 
July 1 
August 1 


500.00 
500.00 
500.00 
500.00 
500.00 
500.00 


500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
4,500.00 
500.00 
500.00 
500.00 


500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
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( Plaintiff’s Exhibit No. 63) 


August 29 500.00 December 30 500.00 
ee co 2 
oa 500.00 January 31 ull 
February 28 500.00 
1931 March 31 500.00 
January 2 $ 500.00 Epil) 2s 500.00 
January 28 500.00 May 30 500.00 
February 27 500.00 June 30 500.00 
March 31 500.00 August 1 500.00 
May 1 500.00 August 30 500.00 
June 1 500.00 September 28 500.00 
July 1 500.00 November 1 500.00 
August 1 500.00 December 1 500.00 
August 28 500.00 December 2 5,000.00 
September 29 500.00 December 11 2,000.00 
October 30 500.00 December 30 500.00 


November 30 500.00 1934 
December 30 500.00 


Jeni 31, 300.00 

1932 February 28 500.00 
January 29 500.00 March 31 500.00 
February 29 500.00 April 19 1,700.00 
March 30 500.00 April 30 500.00 
May 2 500.00 June 1 500.00 
May 31 500.00 June 29 500.00 
June 30 500.00 August 1 500.00 
August 1 500.00 August 30 500.00 
August 31 500.00 September 29 500.00 
September 30 500.00 November | 500.00 
November 1 500.00 December 1 500.00 


November 30 500.00 December 31 500.00 


834 Ethel Strickland Rogan, etc. 
(Plaintiff's Exhibit No. 63) 


1935 1935—Cont’d. 
January 29 500.00 April 30 
February 27 500.00 May 28 


Died 6/16/35 


Balance Income on Hand Available for 


Distribution on 6/16/35 


$ 500.00 
500.00 


$73 TiO 


$ 1,749.56 


[Endorsed]: No. 2106 OC. Ferry vs. Rogantaeie 
Exhibit No. 63. Filed 6/8, 1943. By Cross, Deputy 


Clerk. 


[PLAINTIFR S EXEImBI ih IN O@xe 4 


June 8, 1943 


AMJ. 


Summary of Interest, Accrued Interest, and Income Cash 


on Hand im the Vaniomse Urust. 


Peter L. Ferry Estate 


Bond Accrued Income 
Interest Interest Cash on 
Trust No. Held by Accrued onNotes Hand 


6/16/35 6/16/35 6/16/35 


Trust S-5869 Security-First 459.02 

1080 Title Guarantee & Trust  — ...... 

6204 Citizens Nat; = = = ee 

“ S.S.-4358 Security-First 475 88 

2012 Citizens Nat. 111 93 
“  P-1052 Title Guarantee & Trust 


438 41 88 54 


380 56 46 02 
878 72 1 749 56 


[Endorsed]: No. 2106 O’C. Ferry vs. Rogantggiese 
hibit No. 64 in evid. Filed 6/8, 1943. By Cross, Deputy 


Clerk. ° 
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PINTS EXHIBIT NO. 65.| 
[Title of District Court and Cause. ] 


PEPE PANTS PRE-TRIAL BRIEF FOR JUDGE 
O’CONNOR 


This is an action to recover a refund of estate taxes. 
The ultimate questions are whether the Commissioner 
erred in determining 

Ist, that the full value of the assets of five revocable 
trusts created in decedent’s lifetime was includible in his 
ST OSs estate, 

2d, that the transfer by decedent of a 1/20 undivided 
beneficial interest in a trust, made by him to his son a 
week or two before his death, was so includible, and 


3d, that the total proceeds of 20 or 21 insurance poli- 
cies on the life of decedent were so includible. 


Plaintiff contends that the value of one-half of each type 
of property was erroneously included. 


The determination of these three ultimate questions de- 
pends upon the Court’s answers to other questions of both 
law and fact. 


ik 
Dey REVOerBLE PRUSTS 


Four of the five trusts were created by decedent in 1925, 
his wife joining in the approval of each trust declaration. 
Mr. Ferry died in 1935. The fifth trust was created in 
1930, the same mechanics being employed. Decedent, his 
wife and/or children were made beneficiaries of the in- 
come, it any, of the trusts and decedent retained for life 
the right, in conjunction with his wife or other beneficiary 


836 Ethel Strickland Rogan, etc. 
(Plaintiff's Exhibit No. 65) 


to revoke, alter, amend, change beneficiaries, their shares, 


Clic. 


The Government contends that the Commissioner cor- 
rectly included the value of 100% of the assets in the 
gross estate under Sections 302(c) and (d) of the Reve- 
nue Act, since the properties placed in trust were owned 
by decedent, being either his separate or old-type com- 
munity property, and were revocably transferred to the 


trust by him without a money’s worth consideration. 


The pertinent portions of Sections 302(c) and (d) of 
the applicable Act read as follows: 


“SEC. 302. The value of the gross estate of the 
decedent shall be determined by including the value 
at the time of his death of all property, real or per- 


sonal, tangible or intangible, wherever situated— 
ee 


“(c) To the extent of any interest therein of which 
the decedent has at any time made a transfer, by 
trust or otherwise, in contemplation of or intended to 
take effect in possession or enjoyment at or after 
his death, except in case of a bona fide sale for an 
adequate and full consideration in money or money’s 
worth. 


“(d) To the extent of any interest therein of 
which the decedent has at any time made a transfer, 
by trust or otherwise, where the enjoyment thereof 
was subject at the date of his death to any change 
through the exercise of a power, either by the dece- 
dent alone or in conjunction with any person, to alter, 
amend, or revoke, . . .” 
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(Plaintiff’s Exhibit No. 65) 


Before the Commissioner, plaintiff contended that for 
tax purposes on undivided half of the properties placed in 
the trusts was originally owned by her, but never pre- 
sented to the Commissioner sufficient evidence to estab- 
lish such fact. What evidence plaintiff will produce at the 
trial to support such factual contention is at this time un- 
known to the defendant. 


In respect of one of these five trusts, No. 6204, the 
evidence may show that before its creation an undivided 
half of certain parcels of decedent’s real property was 
given to his wife by the device of transforming the parcels 
into joint tenancy property, whereby he intentionally re- 
tained a possibility of reverter contingent upon his sur- 
vivorship [Helvering v. Hallock, 309 U. S. 106 (1940) ]. 
In such event, the gift was not then complete because 
“possession and enjoyment” were retained by the donor 
within the meaning of Section 302(c) (Helvering v. Hal- 
lock, supra), as well as within the express provisions of 


See, 30Z(¢). 
The applicable portions of Sec. 302(e) read as follows: 


“SEC. 302. The value of the gross estate of the 
decedent shall be determined by including the value 
at the time of his death of all property, real or per- 


sonal, tangible or intangible, wherever situated— 
EL 3 


(eye Pouthesextent of the interest therein held) as 
joint tenants by the decedent and any other person, 
or as tenants by the entirety by the decedent and 
spouse, or deposited, with any person carrying on the 
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banking business, in their joint names and payable to 
either or the survivor, except that part thereof as may 
be shown to have originally belonged to such other 
person and never to have been received or acquired 
by the latter from the decedent for less than an ade- 
quate and full consideration in money or money’s 


pe) 
e 


worth: 

It will be noted that by the broad provisions of Secs. 
302(c), (d) and (e) Congress has endeavored to prevent 
the avoidance of estate taxes through practically any and 


all conceivable “incompleted” gift devices, plugging one 
loophole after another. 


If, therefore, plaintiff establishes for the first time at 
the trial the existence of incomplete joint tenancy gifts 
to his wife, followed by incomplete, joint transfers of the 
same properties to a revocable trust, defendant’s response 
will be twofold. 


Ist, regardless of the lifetime juggling of titles, tenan- 
cies and estates, decedent’s gift to his wife of undivided 
half interests in these parcels of property were never com- 
plete until the moment of his death, and their value is, 
therefore, includible within the meaning of Sec. 302, 
particularly Secs. (c), (d) and (e) thereof. 


2d, in the alternative, the joint tenure was not termi- 
nated when the properties were placed in the revocable 
trust, but continued until the moment of decedent’s death. 
The properties fall, therefore, within the express provi- 
sions of Sec. 302(e). [Hornor v. Comm’r., 130 F. (2d) 
649 (3d Cir—Aug. 21, 1942), Aff’g 44 B. T. A. 1136, 
No. 175.] | 
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II. 
Cries xT TRUST 


The so-called Sixth Trust involves the question of 
whether a transfer was made by decedent to one of his 
sons of an undivided 1/20 beneficial interest in Subdi- 
vision Trust No. 1080, nineteen days before his death. If 
such transfer was made, there is a statutory presumption 
that it was in contemplation of death and the value thereof 
is includible in decedent’s gross estate under Sec. 302(c), 
supra. 


The value of this alleged gift is small. However, plain- 
tiff will, no doubt, endeavor at the trial (Ist) to estab- 
lish the transfer, and (2d) to overcome such statutory 
presumption. The nature of the evidence that plaintiff 
will offer is now unknown to defendant. 


WO 
iE ERIN SURANCE PORICIES 


The proceeds of decedent’s 20 or 21 life insurance con- 
tracts (payable to beneficiaries other than his estate) were 
substantial. We believe the evidence will show that they 
were entered into from time to time over a period of 20 
to 30 years prior to his death, and that by the terms there- 
of decedent personally retained until his death the follow- 
ing exclusive rights, powers and benefits, among others, 
to wit :— 

Ist. To sell, assign and pledge said policies and sur- 
render them for cash, all for his own personal 
and exclusive benefit. 

2d. To collect and appropriate to his own personal 
and exclusive use and benefit the interest and 
dividends accruing thereunder. 


840 Ethel Strickland Rogan, etc. 
(Plaintiff’s Exhibit No. 65) 
3d. To change the beneficaries thereunder, and 


4th. To possession, to enjoyment and to a possible 
reverter of all contractual benefits thereunder 
contingent upon his survivorship of the named 
beneficiaries. 


The full proceeds of these policies in excess of $40,000 
were included by the Commissioner in decedent’s gross 
estate. Defendant contends that it was error to include 
more than one-half of such excess on the theory that 
half the premiums were paid by the surviving wife with 
her money. This latter contention (that she paid half of 
the premiums) is made by plaintiff in an endeavor to 
bring this case within the rule announced and applied in 
Lang v. Comm’r., 304 U. S. 264 (1938). lite re sue 
premiums were paid with community funds of the Wash- 
ington State type and the Supreme Court held that the 
proportion of the policy proceeds attributable to the Wash- 
ington wife’s community half of the premiums was not 
includible in the husband’s gross estate under Sec. 302(¢) 
of the Act. This Section reads‘as follows: 


“SEC. 302. The value of the gross estate of the 
decedent shall be determined by including the value at 
the time of his death of all property, real or personal, 
tangible or intangible, wherever situated— 


“(¢) To the extent of the amount receivable by 
the executor as insurance under policies taken out by 
the decedent upon his own life; and to the extent of 
the excess over $40,000 of the amount receivable by 
all other beneficaries as insurance under policies taken 
out by the decedent upon his own life. . . .” 


ws. Catherine B. Ferry, etc. 841 
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Having the 1938 Supreme Court Lang case rule in 
mind, the Bureau gave plaintiff over 20 months (from 
February 9, 1939, to October 18, 1940) to present, in sup- 
port of her refund claim, any evidence that might estab- 
lish such premium ownership in the wife. During this 
20-month period plaintiff was either unable or failed to 
submit evidence establishing that such premiums were paid 
with new-type (earned by either spouse after July 29, 
1927) California community funds or with funds owned 
separately by her. Whether she will do so or be able to 
do so at the trial remains to be seen. Not knowing what 
evidence, if any, will be offered, it is impossible at this 
point to discuss its weight or sufficiency. 


Defendant contends that the Commissioner did not err 
in including 100% of such excess proceeds in decedent’s 
gross estate, and relies upon Secs. 302(c), (d) and (g) 
Or the Act. 


Respectfully submitted, 
IETS) WS SIUEN ESRI DIONE 
United States Attorney. 
18, IES IDOI SU DAD, 
Assistant United States Attorney. 


Bee viiCH EEL 
Attorneys for Defendant. 


[Endorsed]: Filed Apr. 1, 1943. Edmund L. Smith, 
Clerk, by Francis E. Cross, deputy clerk. 

[Endorsed]: No. 2106 OC. Ferry vs. Rogan. PIf. 
Exhibit No. 65 in evid. Filed 6/8, 1943. By Cross, 
Deputy Clerk. 
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[Title of District Court.] 
United States of America, 


Southern District of California—ss. 


I, Edmund L. Smith, Clerk of the United "States 7 
trict Court for the Southern District of California, do 
hereby certify that the foregoing is a full, true, and cor- 
rect copy of Plaintifi’s Exhibits 1, 2, 3, 4, 576, [335i 
16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26-A, 26-58 ee 
29, 30, 31, 32, 33, 34, 35, 36, 38, 39, 40, 41, 42, 43, 44, 
46, 47, 59, 61, 62, 63, 64, and 65, received in evidence on 
the trial of Case No. 2106-O’C Civil, Catherine B. Ferry, 
as Executrix of the Last Will and Testament of Peter 
Ferry, deceased, Plaintiff, vs. Ethel Strickland Rogan, as 
Executrix of the Estate of Nat Rogan, Collector of In- 
ternal Revenue for the Sixth District of California, de- 
ceased, Defendant, as the same appears from the original 
record remaining in my office. 


Witness my hand and the seal of said Court, this 11th 
day of December, A. D. 1944. 


(Seal) EDMUND L. SMITH 
. Clerk, 


By R. B. CLIFTON 
Deputy Clerk 
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Treasury Department 
Internal Revenue Service 
Uweclithnieor Wmese Fost Office 

and Courthouse 
Los Angeles, Calif. 
February 20, 1940. 


Office of 
Internal Revenue Agent in Charge 
Los Angeles Division 
MT :ET 
District of 6th California 


IefaterOnererer Meriy 
Date of death: June 16, 1935 


Catherine B. Ferry, Executrix 
c/ou@laude I, Parker, 
808 Bank of America Building, 
Los Angeles, California. 
Madam: 

The examination by this office of the estate tax return 
of the above named estate, in connection with your claim 
for refund of $63,825.77 indicates that the adjustment of 
tax liability shown in the acconipanying statement is war- 
ranted. 

If You Agree to the adjustment shown in the accom- 
panying statement, the enclosed form of waiver should 
be executed and forwarded to this office promptly, in or- 
der to permit the early assessment of the deficiency in tax 
and to stop the accumulation of interest. Such interest 
will cease thirty days after the receipt of the executed 
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form, or upon the payment of the deficiency in tax to the 
Collector, whichever occurs first. 


If you desire to make immediate payment of the de- 
ficiency in tax without awaiting assessment, you should 
forward your remittance to the Collector of Internal Reve- 
nue at Los Angeles, California. enclosing this letter, or 
a copy thereof. . Interest on the deficiency in tax should 
be included in your remittance, computed at the rate of 
six per cent per annum from the due date of the tax to 
the date of payment. 


If You Do Not Agree to the proposed adjustment, you 
may file a protest, executed in triplicate under oath, with 
this office, within thirty days from the date of this let- 
ter, stating the grounds for your exceptions. Any pro- 
test so filed will have careful consideration and, if you 
so request, an opportunity for a hearing in this office will 
be granted you prior to final determination of any de- 
ficiency against the estate. This letter is not a final notice 
of deficiency nor of disallowance of your claim, and this 
office will be pleased to answer any questions which may 
occur to you in your examination of the enclosed state- 
ment. 


Should you fail to pay the deficiency in tax to the col- 
lector of internal revenue or to file with this office with- 
in the thirty-day period mentioned either a waiver on the 
enclosed form or a written protest, final determination of 
your tax liability will be made and a notice of deficiency 
will be sent you in accordance with the provisions of law 
applicable to the assessment and collection of estate tax 
deficiencies, and the disallowance of your claim will be 
recommended. 
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Your prompt acknowledginent of the receipt of this 
letter and related papers upon the enclosed form will be 
much appreciated. 

Respectfully, 
George D. Martin 


Internal Revenue Agent in Charge 


Enclosures: 
Statement. 
Form of waiver. 
Form of acknowledgment. 
Mie T 
District of 6th California 


stave Oo: Peter Merry 
Date of death: June 16, 1935 


Sh MeNT 


Since no evidence has been furnished which would def- 
nitely establish the claim for deduction for community 
property, the following determination is proposed: : 


Emon Proposed 

Determination Determination 

Gross estate, $931,863.04 $931,863.04 

Deductions, 1926 Act, 109,909.60 109,909.60 

Net estate, 1926 Act, 821,953.44 821,953.44 

Net estate, 1935 Act, 871,953.44 871,953.44 

Gross tax, 1926 Act, 36,036.74 
Credit for estate and 

inheritance taxes, 27,980.46 


Net tax, 1926 Act, 8,056.28 
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Total taxes, 1926 and 1935 Acts, 149,588.36 
Gross tax, 1926 Act, 36,036.74 
Net additional tax, 113, a562 
Net tax, 1926 Act, 8,056.28 
Metal net tax, 121,607.90 
Total tax assessed and paid, 120, 756.97, 
Deficiency, 848.93 
CREDIT 


Credit for State estate, inheritance, legacy or succession 
taxes is allowed in the amount of $27,980.46. This. is the 
total amount in respect to which the evidence required un- 
der Article 9 of Regulations 80 has been submitted. Kindly 
advise when the additional evidence, if any, miay be ex- 
fpeeted. 


If the full eighty per cent credit is allowed, it will elimi- 
nate any deficiency from this estate which is due entirely 
to the tentative disallowance of $848.93, the amount for 


which evidence of payment may be furnished. 


[Endorsed]: No. 2106 O’C. Ferry vs. Rogan. Deft’s 
Exhibit B in evid. Filed 6/8, 1943. Cross, Deputy Clerk. 
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VEE 


I, Peter L. Ferry, being of sound and disposing mind 
and memory, and not acting under duress, menace, fraud 
or undue influence of any person whatever, do hereby 
make, publish and declare my Last Will and Testament 


in the manner following, to wit: 


First: I hereby revoke all former Wills by me made. 


Second: I declare that all property now owned or pos- 
sessed by me is community property of myself and my 
wife, Catherine B. Ferry, and I hereby give, devise and 
bequeath to my said wife, Catherine B. Ferry, all prop- 
erty subject to my power of testamentary disposition, 
whether real, personal or whatsoever character the same 
may be. 


Third: I hereby declare that I am and my said wife, 
Catherine B. Ferry, have the following children: Mary 
Wilice, James Leo, Peter Leo, Catherine Helen, John Mel- 
vin, William Francis and Patrick Robert. To each of 
them I bequeath Ten Dollars ($10.00), as there has been 
made ample provision for each in certain trust funds 
created. I have full trust and faith and confidence that 
my said wife, Catherine B. Ferry, will in all respects fully 
care for and protect the interests of said children. 


Fourth: In the event that my said wife fails to sur- 
vive me, then I give, devise and bequeath everything of 
which I die possessed to Security-First National Bank of 
Los Angeles, as Trustee under its Declaration of Trust 
No. 5828. to be held, managed and disposed of according 
to the provisions of said Declaration of Trust. 
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itive Hereby appoint my wife, Catherine B. Ferry, 
as the Executrix of this Will, to serve as such without 
bond, and in the event of her failure or inability to act 
then the Security-First National Bank of Los Angeles, a 
national banking association with its principal place of 
business in Los Angeles, California, as the Executor of 
this Will, and I confer upon her or it full power and au- 
thority as such Executrix or Executor to sell and dispose 
of any and all of the property of my estate in such manner 
and upon such terms as she or it may deem best without 
obtaining any order of court therefor. 


In Witness Whereof, I have hereunto set my hand and 
seal this 10th day of May, 1930. 
Peter Dieriny 


The foregoing instrument, consisting of two pages in- 
cluding the page signed by the Testator, was, on the date 
thereof, by the said Peter L. Ferry, subscribed, published 
and declared to be his Last Will and Testament, in the 
presence of us, who, at his request and in his presence 
and in the presence of each other, have signed the same 
as witnesses thereto. 


Fred H. Bushel Residing at 1847 Lake Str. (4 
Glendale 
H. M. Ehrke Residing at Verdugo City, Cal. 


R. F. 2734 Sycam@tersr 


#151608 


[Endorsed]: Filed Jul. 8, 1935. L. E. Lampton, 
County Clerk; by PP ByGieeepiay, 
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Will admitted to probate this 3lst day of July, 1935. 
ewitesu 28. EF. Lampton, County Clerk, by G. W. Mc- 
Donald, Deputy. 

The foregoing instrument is a correct copy of the 
original as the same appears of record. Attest: June Ist, 
1936. L. E. Lampton, County Clerk and Clerk of the 
Superior Court in and for the County of Los Angeles. 
State of California. By G. F. Cooper, Deputy. 


endoned|- Now 2106°0'C. EKerry vs. Rogan. Gov. 
Exhibit No. C in evid. Filed June 4, 1943. By Cross, 
Deputy Clerk. 


(oi riND ANT S EXHIBIT D 


* * * x * * * * * 
MikewW PAGE BStAtTEh TAX MAJOR REPORT 
MT-ET 6th Calif. Wos Angeles, Caliry 
ctate ot: Peter Ferry, 
Materot Weath: June 16, 1935 January 25, 1937, 


Deficiency Tax Recommended: $131,195.69 
Internal Revenue Agent in Charge, 
Los Angeles, California. 


Having completed my investigation of the return, Form 
706, for the estate named above, as directed by your let- 
ter dated December 1, 1936, I herewith submit the fol- 
lowing report: 

Pecemor.) Catherine 5. Ferry, 

c/o of Attorney. 


Attorney: Freston & Files,. 
Bank of America Building, 
Los Angeles, California. 
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Forms 704 and 706 used and returned. Form 722 enclosed. 
Inheritance Tax Proof requested. 
Waiver requested. 


Exhibits attached: A, B, C & D. 
DETAILS OF MY REPORT FOLEG se 


The return agrees with the inventory filed for probate, 
except as noted, and the values fixed on the items in the 
various trusts, attached to form 706 are those fixed by 
the State Inheritance Tax Appraiser appointed by the 
Court. 


Total gross estate probated was $9,909.60. 


This case has been delayed in reporting due to the fact 
that the attorney for the estate postponed taking up the 
case until after the holidays. 


The major portion of decedents wealth was transferred 
in trusts in 1925 and 1930, reserving to himself a por- 
tion of the income for life. Copies of all trust agreements 
are attached to form 706 and are summarized under 
Schedule E, but are claimed in the return as not taxable. 


It is claimed in the return, under Schedule Haga. 
3, (rider) that the interest retained by Catherine B. Ferry 
in said trusts was not transferred to her by decedent but 
represents the community property acquired by decedent 
and Catherine B. Ferry since their marriage. This claim 
is not tenable under the present ruling of the Bureau be- 
cause said property was acquired by the decedent prior to 
July 29, 1927 and is therefore not community property 
vested in the wife. 


Decedent was a paving contractor and made his money 
from that source. 
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SCHEDULE A’ 

Total $675.00 $675.00 
items land 2, 400.00 400.00 
Valued in probate at $225.00 for the two parcels by 

Inheritance Tax Appraiser. 
These two parcels of land consist of small unimproved 


property and fully returned here. Verified from the valua- 
tion of adjacent property in Trust 6204. 


Items 3 and 4. 275.00 275.00 

These two parcels comprising 80 acres in Phelps County, 

Mo. are believed to be fully valued. Returned and recom- 
mended at the assessed value. 


Pevate Of Peter Merry 


SCHEDULE “BY 


Total $7,932.24 $7 936.24 
Items 1 to 29, incl. 4,822.49 4,822.49 


These are street bonds and are returned and recom- 
mended at their full face value plus accrued interest which 
is the maximum value according to Trompeter & Com- 
pany, street bond dealers. The security back of these 


bonds was owned by decedent in trusts. 
Item 30. 125.00 125.00 
Officials of the Company report a nominal value of $1.00 
which value is recommended. . 
Items 31 and 32. 1,154.75 1,154.75 


Valued by the Bureau as returned. 
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ernie so: Nil Nil 


Corporation is defunct. Reported of no value in various 
estates. 


Item 34. 580.00 584.00 


Valued at $2.00 by Secretary of the Club, and is recom- 
mended. Par value $10.00. 


Item 35. 1,250.00 1,250.00 

Number of shares should read 100. Sales at 10 to 14 

in 1935. Manager of said bank stated that 12144 was a 
high average. Recommended as returned at 12'. 


SCHEDULE ely 


Tietal 127-36 127736 
Item 1. 127.36 127236 


eismcash 15) corrects, returned as verified from the 
records of said bank. Returned in probate. 
Metdneson Fctem meniy 


Schedule “C-1” (Cont’d.) 
Items 27: io 11sinel , Nil Nil 


Mr. James L. Ferry, eldest son of decedent advised me 
that soon after his father’s death he made every attempt 
to collect these notes but in every case found the makers 
financially not responsible and without assets and has 
abandoned any hope of every recovering a cent on them. 
Item 8, note of James V. Ferry for $307.00. The maker 
is a brother of decedent and went through bankruptcy in 
1935. The notes of Willard Marble for $2,062.50 and 
$275.60 were found impossible to collect. Said Marble is 
a Promoter without financial responsibility and to bring 
suit would be throwing away good money in the opinion 
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of Mr. Ferry and the attorney for the estate. All are 
recommended at nil. 


SCHEDULE “‘C-2” 

Total $260,071.24 $292,632.72 

Items 1 to 20, incl. 260,071.24 291,632.72 

Attached to form 706 are the forms 712 for each policy 

showing the full sum payable under each policy as ex- 
tended and totals 

$300,071.24 $331,682.72 

Less 40,000.00 40,000.00 


260,071.24 29 632.72 


The executor has erroneously deducted a community in- 
terest of Catherine B. Ferry, which is recommended not 
allowable under 29 B.T.A. page 53 decision in Jas. New- 
man. 


Insurance not returned Nil $ 1,000.00 
See attached to form 706 form 712. 
Knights of Columbus-Policy #21434 Face Value 
$1,000.00 
Catherine B. Ferry, beneficiary. 
Estate of Peter Ferry 


See OWL D-l ( jomt tenancy ) 


Total $6,233.33 $8,549.27 
Item 1. 3,140.70 3,460.70 


This was a joint account decedent with his son James 
L. Ferry and the correct balance of June 16, 1935 was 
$3,460.70 as recommended. Mr. James L. Ferry claimed 
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that this account was a continuation of decedents old busi- 
ness account and he was made a joint tenant on January 
19, 1934, which is the fact, he however was unable to show 
a contribution to this account from sources not coming 
from the decedent. 


By a written agreement signed by Peter ieee ema. 
“atherine B. Ferry and James L. Ferry, dated September 
29, 1931, decedent sold his business and road equipment 
to said James L. Ferry for $10,000.00. <A copy of said 
agreement is attached marked Exhibit “A”. Across the 
original was written at the bottom, “Paid in full, Jan. 1, 
1933" and signed eicrer chin 


It appears that decedent turned over said road equip- 
ment to his son and allowed him to pay for it out of rental 
income. Decedent helped his son in said rental business 
but no contracts for road or other construction was taken 
after the son took over the business. James L. Ferry stated 
that decedent spent most of his time on the ranch in 
Fresno County after 1929. The son has continued the 
equipment rental business and according to his appraisal 
the equipment sold to him by decedent would be junk at 
time of decedent’s death. 


Weesan, 2, $1,500.00 $1,500.00 


This was a joint savings account, decedent with F. C. 
Diener, (a son-in-law) Ranch account. Correctly returned 
at verifed from said banks records. Contribution of all 
said funds admitted as the moneys of the decedent, and the 
full amount is recommended taxable. 


eeme3, $ 14.29 A 25,50) 


The stated bank records show this to be a joint account 
decedent and his wife and the balance was $28.59 on date 
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of decedents death. All of said account was contributed 
by the decedent and is recommended taxable. 


Fstate of Peter Ferry 
Schedule ‘““D-1” (Cont’d.) 
Item 4. $ 235.68 3 235,08 


The stated bank records show this account to be a joint 
account, decedent, his wife and on 7/12/34 the name of 
Mary Alice Diener (decedent’s daughter) was added. Bal- 
ance at date of death was $235.68. All of said account 
was contributed by the decedent and is recommended as 
taxable. 


Items 5 and 6. $ 806.03 $ 806.03 


These two accounts were joint with F. C. Diener and 
mre correctly returmed as verified from records in the 
hands of the Inheritance Tax Appraiser. All of said ac- 
count was contributed by the decedent and is recommended 
taxable. 


Items 7 and 8. $ 174.13 $ 348.27 

These two items are fully returned as fixed by the stated 

depositary and corporation title was joint, decedent and 

wife, and all money was contributed by the decedent. 
Recommended as all taxable. 


Items 9 and 10. Nil Nil 
Defunct and out of business years ago. Recommended 
of no value. 
Item 11. $ 50.00 $1,225.00 
Sales reported by the Hospital officials at 35, and is 


recommended. Held jointly with wife. Contribution all 
by decedent. 
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Items 12 and 13. $ Nil Nil 


Out of business and no trace can be found of any as- 
sets. Recommended as of no value. 


Item 14. & 262,50 $ 945.00 
Mean of B & A, Pledger & Company, L. A. of 2% is 
recommended. Held jointly by decedent and wife. Con- 
tribution all by the decedent and is all recommended as 
taxable. 


Estate of Peter Ferry 


Schedule’ Wal (Cont dt} 
Item 15. Nil Nil 
Estate of A. Burlingame Johnson, date of death 


6/27/34 360 shares returned and recommended “No 
Value”. 


Item 16. $50.00 Nil 
Officials state this stock is appurtenant to the real prop- 
erty owned by the decedent and cannot be sold separately. 
Has no market value. Recommended. at nil in prior estates 
and so recommended here. Said real estate is listed as 
Item 11 of Trust No. 6204, attached to Form 706. 


SCHEDULE D2 


Total $1,625.00 $5,155.00 
Items 1 to 4, incl. 1,425.00 1,425.00 


These automobiles are returned and recommended at 
their Blue Book value. Verified from probate records. 
Item 5. $ 200.00 $ 200.00 


These items of ranch equipment were appraised by State 
Inheritance Tax appraiser of Fresno County appointed by 
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the Court and is recommended. Said items are situated 
on the ranch described in Item 35 (1) of Trust No. 6204, 
lage page, attached to form 706. 


Item not returned. 
Furniture and furnishings 
in decedent’s home at 3030 
N. Chevy Chase, Glendale, 
(Calitennia Nil $3,530.00 


The home real estate is set up as Item 2 of Trust 6204 
at a value of $20,000.00. 


I made up an inventory, retained in my notes and fixed 
a value on the furniture and furnishings of $3,530.00. 
Said furniture etc., was of mixed quality, some of it quite 
old, and it included no items of special value. Decedent’s 
widow made no claim to said furniture and is all recom- 
mended as taxable. It has not been appraised by the State 
Inheritance Tax appraiser up to this date nor included in 
the probated estate. 


Estate of Peter Ferry 
SiCla la) DIORUS 18 © 


Total Nil $610,837.45 


Attached to form 706 is a statement intended to explain 
certain transfers made by the decedent in 1925 when he 
with his wife created four trusts. in 1930, one trust. cer- 
tain Bank stock to his son in 1934 and a certain interest in 
a trust in 1935. 


The corpus of said trusts are alleged to, consist of the 
community property of decedent and his wife Catherine B. 
Ferry and said trusts were made as a settlement of her 
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community interest, and were not made in contemplation 


of death. 


It is obvious that all of the property transferred in the 
1925 trusts was acquired by the decedent prior to July 29, 
1927 and no attempt has been made on the part of the 
estates representatives to show or prove that the property 
in the 1930 trust was community property, and the inter- 
est in the trust transferred in 1935 was created in joint 
tenancy (1/10th to decedent and wife) in 1925. 

Mrs. Catherine B. Ferry stated to me that she never in- 
herited any property or contributed any separate funds 
or property to any of the afore said trusts. 


For the purpose of this tax it is therefore recommended 
that all of the transferred property was vested in dece- 
dent and is not recognized as community property. 


First I will dispose of the gift of the 476 shares of 
common stock in the First National Bank at Glendale, a 
gift to Peter Leo Ferry, son of decedent, on December 8, 
1934 as set forth on page 2, of rider under Schedule “E”’, 
of form 706. 


It appears from the statements to me by Peter Leo 
Berry, James L. Ferry and Catherine B. Ferry thatetme 
stock was given to the said Peter Leo Ferry, by the dece- 
dent, out of his block of stock in said bank in order to 
induce him to remain as an employee of said bank and 
not leave the bank as he intended to do. The stock was 
delivered in person to said son on the date named above 
and he at all times has had possession of it. The stock 
has never paid a dividend and was transferred of record 
in stock book of said bank at time of gift. 


Said bank stock at time of gift was selling at $10.00 
per share according to Mr. McMahon the manager, and 
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the total value of the gift was $4,760.00. Said bank was 
a new bank reorganized in 1934 from another bank which 
closed its doors in 1933. 


iistate of Peter Ferry 


Schedules 2 (Conta) 

Decedent was a director of this bank and retained 100 
shares of its stock. See Item 35 of Schedule B. At 
date of decedent’s death this stock was valued at $12.50 
per share or a total oi $5,950.00. 


In my opinion the facts are correctly stated in form 
706 as to the motive for this gift and in my opinion is 
sufficient rebuttal of the presumption of the Estate Act of 
M52, 2cc. 603, (ce) ine fact that the value of said o1it 
was not a material part of decedent’s estate, is another 


reason why I recommend this gift not taxable. 


Attached to form 706 are two copies of inventories and 
values of the six trusts as set up from the trustees records, 
as verified by myself and Preston H. Leslie, State Inheri- 
tance Tax Appraiser. Certified copies of said trusts are 
also attached to form 706. Values of all six trusts assets 
as of date of decedent’s death are recommended as fol- 
lows: (Appraiser Leslie spent many weeks in his valuation 
work and is a most reliable appraiser. ) 


Following Leslie’s Appraisal Report, trusts are num- 
bered 1 to 6 and assets of each trust are ‘given each nuin- 
bered item. 


1. Citiezns National Trust & Savings Bank 
Ouves Amieecles. Trust No, 2012 
Not returned $82,289.16 
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Mr. Leslie’s valuation is $81,918.01. All sub-items 1 
to 22 as numbered by me commencing with “cash” Item 
1 are correctly described and the only difference in Mr. 
Leslie’s total is the accrued interest shown in column one, 
on the notes, is not extended by him, and is included in 
my total, except as to sub-items 9, 16 and 17. 


All items of notes, are recommended at their full face 
value plus accrued interest except Item 9, Harry G. Mc- 
Bain Corporation note of $7,400.00 is recommended at 
$1,000.00 and the accrued interest at nil. Mr. Miller trust 
officer stated that the said McBain Corporation is not 
financially responsible, that said note is a renewal of 
originals in 1925, and ‘that the security is not worth 
in excess of $1,000.00 that they would be glad to 
take $1,000.00 for the note and all interest due. Sub-items 
16 and 17 are recommended at $1.00 each because the 
security is a second lien on property hot worth the first 
mortgage. 


Estate of Peter Ferry 
Seieanle, 1) (Contdy 


Error in bond interest. 


The bonds sub-items 18 to 22 were valued by Dulin & 
Company, Los Angeles, at market and are so recom- 
mended. An error in accrued interest in sub-item 18 is 
corrected to read $48.11 instead of $46.96. 

Item 2. Citizens National Trust & Savings 

Bank of Los Angeles, Trust 76204 
No returned $195,850.37 


This trust consists entirely of real estate, 38 parcels in 
all numbered 1 to 38 by me and the values as extended in 
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Mr. Leslie’s appraisal are recommended without change, 
except taxes a lien are deducted in the sum of $3,374.63 


which were verified from paid tax bills. 


I have inspected all parcels, of value over $5,000.00, 
except the Fresno County parcels sub-items 35 and 36, and 
which are valued at $80,000.00 and $6,000.00 respectively. 
These two parcels were not inspected because they were 
appraised by Mr. Wakefield an expert appraiser of 
Fresno, appointed by the Court and are believed to be full 
value, and the further reason that the expense of a trip 
to Fresno, over 200 miles, appears not justified. Most of 
the property is located in Glendale and Los Angeles, and 
I consulted R. L. Anderson and L. H. Wilson, realtors 
and expert appraisers of Glendale as to the values of all 
items over $5,000.00 and in no case did they fix a value 
in excess of the values fixed by Mr. Leslie, but were prac- 
.tically the same. I fully concur in Mr. Leslie’s values and 
recommend their acceptance. Most of the property was 


unimproved and there were no accrued rents. 


Total gross value of trust $199,225.00 
ess taxcena lien 6/16/35 3,374.63 
Net recommended $195,850.37 


See occutity Hirst National Trust & Sav- 
ings Bank. Trust No. SS-4358 & No. 
SS-4358-A Not returned. oo LaZ,02 


This trust consists of sub-items numbered 1 to 35 by 
me, and the values recommended are those fixed by Mr. 
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Leslie, on the basis of full market value plus accrued in- 
terest. All securities were appraised by Dulin & Com- 
pany, Los Angeles reliable Bond Brokers, and after a 
careful check are recommended as extended. 


statevor bcteneticnin, 


Schedules 2 { Cont'd.) 


The trust deed notes sub-items 19 to 31 inclusive are 
recommended in the full amount of principal balance plus 
accrued interest to date of death, except as to one note of 
Mary A. McCann, and no interest is recommended because 
of default and the trustees state the security not worth 
over the amount of principal due. All participating certi- 
ficates are grouped as one sub-item 3-31 and underlying 
security foreclosed are grouped as sub-item 3-32; said 
three notes under sub-item 32 are recommended at the 
market value of the security taken in foreclosure on said 
notes. 


Sub-ltem 33 1S casheom nand. 


Sub-Items 34 and 35 are set up as the assets of Trust 
No. SS-4358-A which is not a separate trust but a supple- 
mental account consisting of a piece of real estate fore- 
closed on, valued at $1,900.00 and cash on hand of $26.73. 


Total value of this trust $95,225.86 
Less taxes a lien 6/16/35 43.84 
Net value recommended $95,182.02 


4.  Security-First National Trust & Sav- 
ings Bank. Trust No. S-5869 Not re- 
turned $108,363.36 
This trust was valued at a total of $107,254.91 by Mr. 
Leslie. The difference being mainly due to the difference 
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in the valuation of Item 1, fixed by Dulin & Company, 
and records of this office's Stock and Bond Desk. 
4 sub-l. $9,775.00 
accrued interest 23,75 


Plactley Rewerseé Co. L. A. 7/1/35 Bid 
85, Ask Nil. Recommended at 85. 


4 sub-2. $3,288.75 

accrued interest 25.00 
N.Y.S. Ex. mean of sales @ 10954 is 
recommended. 


Estate of Peter Ferry 
Schedule “E” (Cont’d.) 


4 sub-3. $4,695.00 
accrued interest 62.50 

N.Y.S. Ex. sales at 1173 is recomended. 

4 sub-4, 5, 7 to 10, incl. $15,253.42 


Recommended as set forth in Leslie’s report, as ap- 
praised by Dulin & Company, at the full market value, 
plus accrued interest. 


4 sub-6. $5,350.25 
accrued interest 10.42 

N.Y. Curb 6/22/35 mean of sales @107% is rec- 

ommended 

4 sub-11. $2,102.50 
accrued interest 45.84 


N.Y. Curb, week end 6/22/35 mean of sales at 
105% is recommended. 


4 sub-12. $3,097.20 
~ accrued interest 2275 
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N.Y.S. Ex. mean of sales @ 103.24 is recom- 
mended. 


4 sub-13 to 21 incl. $64,609.98 


All these remaining items were valued by Dulin & Com- 
pany and are recommended as set forth in Leslie's ap- 
praisal. 


5. Title Guarantee and Trust Co. Trust No. 
S-1080 a 1/10th, interest Not returned $2,547.74 


This trust corpus consists of a 1/10th, interest in cer- 
tain lots and acreage in Glendale, appraised at $2,695.00 
by Mr. Leslie. I viewed the said property and checked 
the valuation, and according to L. H. Wilson, realtor in 
Glendale, and expert appraiser is fully valued at $26,- 
950.00 for the whole interest. Said property is industrial 
property and is occupied by James L. Ferry with his ma- 
chinery equipment rental business. The inventory of lots 
and acreage is correctly set forth in Leslie’s report as 
verified by me from the Trust records. Taxes a lien on 
decedent’s 1/10th interest was $147.26, deducting this 
from $2,695.00 leaves a taxable interest of $2,547.74. 
iicraerOusr eten Merry 


Schedulem stan Cont d.) 
diasconlitiy 


Decedent contributed all the money which went to pur- 
chase a 1/10th interest in this trust property. Title was 
taken as joint tenants with his wife Catherine B. Ferry 
on July llth, 1925. See assignment of original Trust 
#1080 attached to form 706 with other Trusts reported 
herein. 
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On May 28th, 1935 decedent transferred to Mary Alice 
Wiener janes L. Perry andaReter L. Merry, fir., his inter- 
est in the aforesaid joint tenancy property without con- 
sideration. 


While this transfer was of small value it is recom- 
mended as taxable because transferred within 18 days of 
decedent’s death, when he was seriously afflicted with can- 
cer and was more.than normally apprehensive of death, 
and was therefore made in contemplation of death. 


A copy of the death certificate is attached, marked Ex- 
hibit B, I interviewed Dr. Jas. F. Percy, who signed the 
death certificate and he stated that he attended the dece- 
dent from May 28, 1935 to date of death; that on May 
28, he found the decedent in the last stages of disease 
from cancer on the neck, under right jaw; that he operated 
on the decedent June 11, 1935 but the case was hopeless. 


I interviewed Dr. Norman Paine, of Glendale dece- 
dent’s physician from July 17, 1933 to April 26, 1935. At 
the time of his first visit on July 17, 1933 decedent had 
a tiny growth under right jaw, but it was not definitely 
diagnosed as cancer until August 29, 1934 when it was 
removed. Dr. Paine stated that decedent went to Savan- 
nah, Ga., for treatment in July 1934 and had several op- 
erations; decedent returned home Jan. 9, 1935 and ap- 
peared O.K.; later in April the case became serious, but 
he was quite sure the decedent believed he would get well 
up to April, 1935. Dr. Paine did not treat the decedent 
after April 26, 1935. 


James L. Ferry and Catherine B. Ferry both stated 
that decedent’s trouble was not considered serious until 
about April of 1935, that he was about attending to his 
affairs and fully believed he would get well. 
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-o6. £Title Guarantee andmirnct Go. Trust 
P-1052 Not Returned $126,604.80 


Sub-1 to 42. All but the last four sub-items consist of 
Notes secured by real estate and all are set forth in Les- 
Bstate or meter Hern 


Schedule “E” (Cont’d.) 
lie’s appraisal at the full amount of principal balance due 
plus accrued interest to date of decedent’s death. The last 
four sub-items are street bonds which are valued at the 
amount of balance due which according to Tromperter & 
Company, Street Bond Dealers is a maximum value. Total 
value of Trust $126,628.85. Taxes a lien $24.05 leaves 
a net value of $126,604.80 recommended. 


All items have been checked wtih the Trust records and 
are recommended as set forth in Leslie’s appraisal. 


Terms and Taxability of Trusts (not discussed above) 

1. Name and Number: Citizens National Bank & 
Savings Bank, Trustee No. 2012 dated 4/7/25. Amended 
3/30/29 to include Patrick Robert. Ferry a beneficiary 
with other children. 


Beneficiaries: 1. Trustor, wife and 7 children income 
for life; one child already deceased. 
2. Widow to take trustor’s share of in- 
come. 
3. If children die before one of parents, 
issue get share, if none, parents. 
4. Death of both Mr. and Mrs. Ferry, 
income to children “or their heirs” 
(probably meaning issue). 
year 
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5. Mary O’Brien, $300.00 per sxenth for 


life, prior charge against Trust. 


6. When parents are both deceased: 

(a) Boys get their full share until 
40° years; if @more40,9 1/3rd 
when 30 years and 1/3rd when 
35; balance when 40. 

(b) Daughter; her share to remain 
in trust for life, on death to 
estate. 


Revocability: First paragraph, top page four. 


This Declaration of Trust may be revoked, modi- 
fied or amended upon the written order of Peter 
L. Ferry and Catherine B. Ferry, and any three of 
the remaining beneficiaries hereunder. 


ictate or Peter Beray 
Schedule “E” (Cont’d.) 


2. Name and number: Citizens National Trust & 
Savings Bank, Trustee. No. 
6204. Dated June 5, 1930. 


Beneficiaries: 


1. Trustors jointly for life, (decedent and wife.) and 
the survivor. 


2. On survivors death, then to children, etc . 


inc Ocauility. Anticle XI. 

“It is a further provision of this trust, that said 
Trustors have reserved, and said Trustees does hereby 
assent to, the express right and power reserved unto said 
Trustors during their joint lives and acting jointly, and 
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upon the death of either of them then to the survivor act- 
ing jointly with two of the Children of Trustors, herein 
named beneficiaries, to revoke in whole or in part this 
trust at any time by notice of revocation in writing, ad- 
dressed and delivered to said Trustee and executed by the 
required parties above stated:” 

3. Name and Number: Security-First National Bank, 


Trustee No. SS-4358. Dated 
10/9/25 
Beneficiaries : 
1. Income to Trustor, wife and 6 children for life. 
Share of Trustor to widow. 
During minority of children, share to widow. 


Mary O’Brien shall receive $300.00 for life, first 

charge. 

5. On death of husband and wife. 

(a) Daughter, share for life; on death, to issue, 
if none, to survivors. 


(b) Six sons: 1/3 when 30, at 35 an additional 
1/3, and balance until death. 


ew N 


Estate of Peter Ferry 
Schedules Er (Cont’dy) 


Revocability: Article IX 


“Tt is an express condition of this trust that the same 
is hereby made absolute and irrevocable except as to the 
power reserved in the trustor to make modifications there- 
in during the lifetime of the trustor, Peter L. Ferry, such 
modification or modifications to be effective only with the 
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consent of the majority of the beneficiaries under this 
titcee wien the <ieath of the trustor, Peter I. Ferry, 
the above power to modify this trust shall cease and 
terminate. 


Article X 


“Tt is a further provision of this trust that the said 
trustors have reserved unto themselves and a majority of 
the beneficiaries, the right, at any time upon written notice 
delivered to the said Trustee, to alter and change the terms 
and conditions of this trust as well as the beneficiaries 
therein named and such right shall be effective immedi- 
ately upon the receipt of said notice by said Trustee ex- 
cept in so far as such alteration or changes would affect 
the term of the preceding paragraph hereof making the 
said trust absolute and irrevocable.” 


4. Name and Number: Security Trust & Savings 
Bank. Trustee, No. 5869. 
Dated 2/10/25 


Beneficiaries : 


1. Mary O’Brien for life. 

2. Balance husband and wife and children. 

3. During minority of children, to widow. 

4. Surviving spouse gets share of deceased spouse in 


income, 
5. When husband and wife both die, trust passes to 
children— 
(a) Son when 40, 1/3 when 30 and 1/3 when 
3D; 
(b} Daughter for life, then to issue. 
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Estate of Peter Ferry 

Schedules 2 (Contd) 
Revocability: _ 1V_ (page 4). 


“It is an express provision of this trust that there has 
been reserved the right (to which reservation the Trustee 
hereby assents) in the Trustor, Peter L. Ferry, to revoke 
and terminate this trust, in whole or in part, at any time 
during his life, by a notice of revocation in writing, signed 
by him, and addressed and delivered to the Trustee at its 
Trust Department at its Head Office, in Los Angeles, Cal- 
ifornia, not less than thirty (3) days prior to the taking 
effect of such revocation, providing that a majority of the 
living beneficiaries (including each of the Trustors) who 
at that time are entitled to receive income from this trust 
and who are under no disability, shall consent in writing 
to such revocation.” 

6. Name and Number: Title Guarantee and Trust 

Co. Trustee No ea 
Dated 11/2/25 Amended 
March 30, 1930 to include 
Patrick Robert Ferry, born 
3/17/29, a beneficiary. 

Beneficiaries : 

1. Mary O’Brien, $25.00 a month for life. 

Mrs. Ferry and husband for life. 

On her death all income to children. 

Sons get share when 40, 35 and 30. 


oe ae 


Daughter for life, and then to issue. 
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Pit is)am express provision of this Trust that the same 
is and shall be absolute and irrevocable except that said 
Trustors have reserved unto themselves and a majority of 
the Beneficiaries the right at any time upon written notice 
delivered to said Trustee, to change the time of payment 
and/or the proportion of income, and/or the Beneficiaries 
mentioned in Article Four of this Trust, 


Bere) or Peter Hermy 
Scvedmie: (Contd) 


and such change shall be effective immediately upon re- 
ceipt of said written notice by said Trustee”. 


Discussion of taxability of Trusts 1, 2, 3, 4 and 6. 


The Supreme Court’s opinion in Helvering v. City Bank 
Pariems: Urust (Go, Uws 296-35, 16 A.F.T.R, 981) fully 
sustains the view that because decedent had the power to 
revoke in conjunction with any one of the other settlers, 
even though a beneficiary, the statute validly taxed it as 
a part of the gross estate. 


It appears that this decedent, Peter L. Ferry in all of 
the above trusts held the power to revoke and change the 
terms of income, in conjunction with others. 


Giie Wevenue Act of 1926, Sec. 302 (dd), provides: 


“The value of the gross estate of the decedent shall 
be determined by including the value at the time of death 
of all property, real or personal, tangible or intangible, 
wherever situated 


"(d) To the extent of any interest therein of which 
the decedent has at any time made a transfer, by trust or 
otherwise, where enjoyment thereof was subject at the 
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date of death to any change through the exercise of a 
power, either by the decedent alone or on conjunction with 
any person, to alter, amend, or revoke’. 


The section was first introduced into the Revenue Act 
of 1924, and reenacted in that of 1926. 


Peter L. Ferry created four trusts, Nos. 2012, SS-4358, 
5869 and 1052 in the year 1925, and one trust, No. 6204 
in 1930. In the language of Mr. Justice Roberts, “He 
was therefore upon notice of the laws’ demand, and there 
can be no claim that the statute is retroactive in its applica- 
tion to his transfer. 


On the determination that these trusts are revocable 
trusts, all are recommended as a taxable part of the dece- 
dent’s estate. 


It must be noted that JF those trusts which were 
created in the year 1925 (Trusts No. 2012, SS-4358, S- 
5869 and 1052) are determined as irrevocable trusts then 
the executor of this estate is amendable to a Gift Tax 
return now delinquent ELEVEN years. 


Estate on Peter Henny, 


Schedules “(Cont d:) 


It is also to be noted that decedent must have been 
in that frame of mind that would cause one to make testa- 
mentary disposition of his property for the reason he 
transferred his entire estate, except some real estate of 
practically no value, some street bonds, and other personal 
property to the value of only a total of $9,909.60 (his 
probated estate). And he transferred property valued at 
date of death at $610,837.45 without any consideration in 
money or moneys worth. 
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Except as to the transfer miade in 1935 I am reasonably 
satisfied that the physical condition of decedent was not 
a factor or governing motive. He was relatively a young 
man when said trusts were made and in vigorous health 
up to about 1933 or 1934. Notwithstanding his physical 
condition I am of the opinion that said transfers recom- 
mended herein for tax were made in contemplation of 
death or in lieu of testamentary disposition. He made a 
will, dated May 10, 1930 but left practically no estate to 
pass under said will, practically his entire estate was 
given to these subject to his bounty as if by will. 


SCHEDULE “Hh” 


Total $14,126.18 $9,909.60 
Deductions: (See explanation below ) 
Funeral Expenses 614.11 614.11 


Recommended in the sum expended as verified from filed 
vouchers. 


Executor’s Commission 409.38 500.00 


Affidavit requested, not yet secured. Will be forwarded 
when received. Allowance of $500.00 recommended as it 
will make no change on account of limited deductions al- 
lowable. 


Attorneys’ fee $ 409.38 $ 500.00 


The Attorney’s affidavit is attached, Marked Exhibit 
“D” showing $500.00 was paid in 1936, $250.00 each to 
Freston & Fibs and James E. Collins, which sum is ap- 
proximately the statutory fees and is recommended. The 
additional sum of $1,000.00 would be extraordinary and is 


not recommended. 
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lgtarerot Peter Perry 


Schedule “H” (Cont’d.) 
Miscellaneous Expense $ 1,820.27 $ eis 
Taxes of $45.81 is cor- 
rectly set up on rider and 
was a lien at date of 
death, a proper deduction. $ 45.81 $ 45.81 
1. Personal property taxes 65.96 65.96 


This was the tax a lien on the furniture in decedent’s 
home, a proper deduction. 
Items 2, 3, 4 and 6. $ 58.50 $ 58.50 
These items are correctly returned as proper deductions, 
and reasonable court costs. 
Item 5. $1,000.00 Nil 
This appears to be an expense of the beneficiaries and 


not an expense of administration because said trusts were 
not a part of the probated estate. 


cen $ 640.48 $ 11.48 
Appraisers fees on pro- _ 
bated estate was $ 11.98 
fe eee trust 
property was 628.50 
Total $ 640.48 


This sum was approved by the Court and was paid. 

Appraiser’s tee on probated estate only is recommended 
deductible. 

Taxes returned on rider a lien of Trust property has 
been allowed as a proper deduction from the gross value 


of the said Trusts in my report above, and may be disre- 
garded here. 
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Ictate or Peter erry 


NCU DO IL, 


Total $10,876.01 $9,876.01 
Item 1. 1,000.00 Nil 


This doctor bill was paid by Jas. L. Ferry, on June 10, 
1935, his personal check. Recommended not allowable. 


Igtoels, incl pe GilzeZZ cee laee2 


The executrix Catherine B. Ferry filed a claim for these 
items which was approved by the court and all have been 
paid. All are recommended as proper deductions. 


14, $ 7,289.59 $7,289.59 


This claim of Frank Diener was filed in probate for 
the sum returned and was approved. Said claim was 
made up of a long list of items of expenses, incurred by 
the said Frank Diener (Decedents’ son-in-law) and in ac- 
cordance with Decedent’s instructions, on the ranch in 
Fresno County. Said ranch is taxed herein as Sub-Item 
36 in Trust No. 6204. It appears that this is a personal 
liability of the decedent and is recommended as deduction. 


Ly $ 1,674.20 $1,674.20 


This note is correctly described in form 706 as verified 
from an inspection of said note in probate files. No en- 
dorsements. 


It appears that decedent acquired a certain improved lot 
which was encumbered by a mortgage for $1,500.00 held 
by the Pacific States Savings & Loan Company and James 
L. Ferry, had some paid up certificates of deposit in said 
Loan Company, which the Company was barred from pay- 
ing in cash, due to the Building & Loan Moritorium, but 
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were permitted to exchange said certificates for mortgage 
notes. Decedent gave this note to James L. Ferry and he 
turned in $1,500.00 of his paid up certificates to the Loan 
Company and the mortgage on decedent’s lot was can- 
celled. The loan was bonafide and for full consideration 
in money to the decedent and is recommended as a proper 
deduction. 

Under the Max Fertig case decision, it is recommended 
that the total deductions allowable cannot exceed the total 
sum of the Gross Estate Probated. Total probated estate 
was $9,909.90 and only to this extent is recommended all 
the deductions Schedule H and I. 


statenon elem ferns, 


Schedule “IT” (Cont’d.) 
Specific Exemption. Decedent was a resident. 

Proof of Inheritance Taxes paid. The sum of $5,000.00 
has been paid on account on 12/14/35 but the amount has 
not yet been fixed by the Court. Proof has been requested 
and will be forwarded to the Bureau when finally deter- 
mined. 

The Executor through the estates attorney has been 
advised of the recommendations in my report and a waiver 
requested. 

The Attorney stated there was no objection to my rec- 
ommended values, but was not in a position at this time 
to agree to the taxability of the trust, that it was a matter 
of the law involved. He asked for an early review of the 
case by the Bureau. 

Respectfully, 
Nat N. Eddy 
Internal Revenue Agent. 
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* * * 2k 2 * * * * 


inte Kev Aer 
March 28, 1938. 


MT-DC-ET-7738-Sixth California 
Estate or Peter Perry 
Date of death—June 16, 1935 


[Stamped]: Received Apr 5, 1938 Internal Revenue 
Agent in Charge Los Angeles Division 


CONFERENCE MEMORANDUM 


Memorandum for H. K. Melcher, Head, 
Estate Tax Division 


A hearing was held in this estate on March 23, 1938. 
Mr. L. A. Luce, acting under a power of attorney, rep- 
_ resented the estate at the hearing. O. L. Bowen of the > 
Appeals and Review Section represented the Govern- 
ment. 


One of the issues raised was whether or not a joint 
life estate in property transferred prior to the enactment 
of Section 161 (a) of the California Code giving the 
wife a vested interest in the community, is taxable as 
to the entire corpus where the trust instrument names the 
wife as one of the trustors and reserves the right in either 
with the consent of the other to revoke the trust. Upon 
the death of the survivor of the husband and the wife the 
trust corpus was to be distributed to the then living 
children, or their lawful living issue. 


The same issue is raised with respect to trusts created 
by the donor and his wife wherein the income was pay- 
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able to beneficiaries other than the trustors, with the 
power reserved to trustors to alter, amend or revoke the 
trust with the consent of the other and all of the re- 
maindermen with respect to several of the trusts, and with 
the consent of less than all of the remaindermen in the 


others. 


The corpus of all five of the trusts was acquired by 
the decedent during coverture prior to the enactment of 
Section 161 (a) of the California Code giving the wife 
a vested interest in the community. Prior to the passage 
of Section 161 (a) of the California Code the wife had 
a mere expectancy in the community, and the property 
rights of the husband during the life of the community 
were so complete that the husband was the owner of the 
community. U.S. v. Robbins, 269 U.S. 315. The sign- 
ing Of the trusts, therefore, by the wife as one™Ongeme 
trustors is of no significance as she contributed nothing 


of her own to the trusts. 


The estate contends that the legal effect of the wife 
signing the trusts as a trustor was to make her a tenant 
in common with the husband. An estate of tenancy in 
common may have been created upon revocation of the 
trusts because the trust instruments recited that in the 
event of revocation the property constituting the trust be- 
came the property of the trustors. None of the trusts, 
however, were revoked and the wife, therefore, acquired 
no more interest in the property than she had at their 


creation. 
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The wife having contributed nothing to the trusts, and 
having no interest in the trust property other than the 
life estate given her in certain of the trusts, the property 
of all five trusts are subject to the tax because of the 
reserved power in the husband to alter, amend, and revoke 
the trusts although such revocation could be made only 
with the consent of those having a substantial adverse 
interest in the property. Regulations 80 (1937 Edition) 
Article 20 (a) provide that all trusts are subject to tax— 
“When the transfer was made after the enactment of 
the Revenue Act of 1924 (4:01 P. M. Eastern Standard 
Time, June 2, 1924) and before the amendment of the 
subdivision by the Revenue Act of 1936 became effective 
(Gimes2 319 So wand: the decedent's death occurred at any 
time subsequent to the transfer, and the power was re- 
served at the time of the transfer and was exercisable by 
the decedent alone or in conjunction with a person or 
persons either having or not having a substantial adverse 
interest or interests in the transferred property, or in 
conjunction with persons one or more of whom had and 
one or more of whom had not such an adverse interest.”’ 
See also Helvering v. City Bank Farmers Trust Com- 
ay oO) Sup, Cte Rep. 70, 


A ninety-day letter should issue in the case. 


OLB/VRL 


“Cs 
* 
* 
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REOPENED CASE 

ESTATE TAX DEMO REFORM 
MT-ET-6-Calif. Los Angeles, Calif. 
Estate 01: “Peter Heri February 5, 1940. 
Date of Death: June 16, 1935 
Deficiency Tax Recommended: $848.93. 
Internal Revenue Agent in Charge, 
Los Angeles, California. 


Having completed my investigation of the return, Form 
706, for the estate named above, as directed by your let- 
ter dated October 23, 1939, I herewith submit the follow- 
ing report: 

Executrix: Catherine B. Ferry, 
c7or@lande 1. Parker and 
Ralph W. Smith, 
808 Bank of America Bldg., 
Los Angeles, California. 
Aqtormey. )Clnndemesrarker and 
Ralph W. Smith, 
808 Bank of America Bldg., 


Los Angeles, California. 


Forms 704 and 706 used and returned. Form 722eene 
closed. 


Inheritance Tax Proof requested as stated. 
Waiver not necessary. 
Exhibit attached: A 


Details of My Report Follow: 
hms 
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Betae ot Péter Ferry 
This is a claim for refund. 


Assigned to me under date of October 12, 1939 and 
was prepared by J. E. Blum, with Claude I. Parker and 
Ralph W. Smith, tax counsel for the executrix, Catherine 
Be berry, 


Orn Ocioner 23, 51939. | contacted Mr. Blin and re- 
quested him to furnish me with proof that decedent’s wife 
contributed any community funds to the acquisition of 
insurance policies, and any other data pertinent to this 
_ claim, and he said he would get it out to me in a week 
or 10 days. Subsequently I contacted Mr. Blum request- 
ing said data, on November 2, November 27, December 4, 
iecember 20; 1939) and on January 3, January 12 and 
February 5, 1940, and he always made excuses that he 
did not have the data available. On January 12 MIr. 
Blum wrote me a letter promising the data on the 26th. 
On this date above written I inquired if he had the data 
ready and he said he had been unable to get it out and 
did not know when he could. 


In view of the above failure, after a reasonable time 
having elapsed. to submit further proof and data on this 
case I have to recommend the refund be denied. 


The claim contends that the six trusts are taxable 
only to the extent of one-half because of the community 
interest of the decedent’s wife, being a vested interest. 
from a property settlement, at the time said trusts were 
created. 

The Bureau has sustained my report on the taxability 
of these trusts and I have nothing further to offer. except 
to recommend the claim be denied. 
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The claim also contends that the life insurance policies 
should be not taxed in full but an allowance be made of 
the claimed community interest stated to be vested in de- 
cedent’s wife. No evidence being furnished to prove said 
community interest, it is recommended the claim be 
denied. 


In all counts in this claim I refer to my reporiimeiame 


case dated January 30, 1937 which was sustained by the 
Bureau con- 


Petite Omenetcr) Helin 

feree. Mr. Blumiz has advised me that proof of pay- 
ment of the further sum of $848.93 (the deficiency tax 
recommended herein) to the State of California will be 
sent in as soon as possible. Receipt of this proof will 
leave no deficiency. 

NAL. N. EDDY, 
Internal Revenue Agent. 


February 20, 1940. 


MT:ET 

District of 6th California 
Estate of Peter Heniy, 

Date of death: June 16, 1935 


[Stamped]: Registered 672349 Return Receipt Re- 
quested. Fee Paid 3 cents. 
Catherine B. Ferry, Exectitrix, 
c/o Claude I. Parker 


808 Bank of America Building, 
Los Angeles, California. 
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Madam: 


The examination by this office of the estate tax return 
of the above named estate, in connection with your claim 
for refund of $63,825.77 indicates that the adjustment 
of tax liability shown in the accompanying statement is 
warranted. 


If You Agree to the adjustment shown .in the accom- 
panying statement, the enclosed form of waiver should 
be executed and forwarded to this othce promptly, in 
order to permit the early assessment of the deficiency in 
tax and to stop the accumulation of interest. Such in- 
terest will cease thirty days after the receipt of the exe- 
cuted form, or upon the payment of the deficiency in tax 
to the Collector, whichever occurs first. 


If you desire to make immediate payment of the de- 
ficiency in tax without awaiting assessment, you should 
forward your remittance to the Collector of Internal 
Revenue at Los Angeles, California, enclosing this letter, 
or a copy thereof. Interest on the deficiency in tax should 
be included in your remittance, computed at the rate of 
cbaper Cent per ammium iremepie diesdate of the tax to 
the date of payment. 


If You Do Not Agree to the proposed adjustment, vou 
may file a protest, executed in triplicate under oath, with 
this office, within thirty days from the date of this letter, 
stating the grounds for your exceptions. Any protest so 
filed will have careful consideration and, if you so re- 
quest, an opportunity for a hearing in this office will be 
granted you prior to final determination of any deficiency 
against the estate. This letter is not a final notice 
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of deficiency nor of disallowance of your claim, and this 
office will be pleased to answer any questions which may 
occur to you in your examination of the enclosed state- 


ment. 


Should you fail to pay the deficiency in tax to the col- 
lector of internal revenue or to file with this office within 
the thirty-day period mentioned either a waiver on the 
enclosed form or a written protest, final determination of 
your tax liability will be made and a notice of deficiency 
will be sent you in accordance with the provisions of law 
applicable to the assessment and collection of estate tax 
deficiencies, and the disallowance of your claim will be 


recommended. 


Your prompt acknowledgment of the receipt of this 
letter and related papers upon the enclosed form will be 


much appreciated. 


Respectfully, 


Internal Revenue Agent in Charge. 


Enclosures: 
Statement. 
Form of waiver. 


Form of acknowledgment. 
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Mae 

District of 6th California 
iSstate of Peter Merry 

Dawot death. Jame 16, 1935 


SA PEMENT 


885 


Since no evidence has been furnished which would defi- 


nitely establish the claim for deduction for community 


property, the following determination is proposed: 


Prior 
Determination 
Gross estate, $931,863.04 
Deductions, 1926 Act, 109,909.60 
Net estate, 1926 Act, 821,953.44 
Net estate, 1935 Act, 871,953.44 


Gross tax, 1926 Act, 
Credit for estate and inheritance taxes, 


Net tax, 1926 Act, 
Metal taxes, 1926%and 1935 Acts, 
Gross tax, 1926 Act, 


Net additional tax, 
iNerstax, 1926 Act, 


(etal) net tax, 
Total tax assessed and paid, 


Deficiency, 


Proposed 
Determination 


$931,863.04 
109,909.60 


821,953.44 
871,953.44 
36,036.74 
27 980.46 
8,056.28 
149,588.36 
36,036.74 


Ms soll 64 
8,056.28 


ZA O0 290 
2057 95:97 


848.93 
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Credit for State estate, inheritance, legacy or succession 
taxes is allowed in the amount of $27,980.46. This is 
the total amount in respect to which the evidence required 
under Article 9 of Regulations 80 has been submitted. 
Kindly advise when the additional evidence, if any, may 
be expected. 


If the full eighty per cent credit is allowed, 10gal 
eliminate any deficiency from this estate which is due en- 
tirely to the tentative disallowance of $848.93, the amount 
for which evidence of payment may be furnished. 


K 2K 2K *K *K % %K * %* 


STATE MENA OF PROTES® 


With Respect to Deficiency Claimed in Federal Estate 
Tax Proposed to Be Assessed Against Catherine B. 
Ferry, Executrix of the Estate of Peter miicmes 
Who Deceased June 16, 1935; and 


STADE iT Or PROTES 


With Respect to Proposed Action on Claim for Refund 
Filed by Execttrixgoneme Aforesaid state: 


Los Angeles, California, 
April 5, 1940. 


Ton. “Giny 1, Helveringes 
Commissioner of Internal Revenue, 
Washington, D. C., 


Through the Office of the Internal Revenue Agent 
mm (Charee, 
Los Angeles, California. 
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Receipt is acknowledged of your letter bearing date 
February 20, 1940, carrying symbols MT-ET, bearing 
signature of George D. Martin, Internal Revenue Agent 
in Charge, which letter authorizes taxpayer, if dissatis- 
fied with the tentative decision of the Commissioner of 
Internal Revenue therein made, to file within a period of 


thirty days her protest. 


Receipt is also acknowledged of your letter bearing 
symbols above given, in which the time for filing said 
protest is extended for a period of fifteen days or, to wit, 
until the 5th day of April, 1940. 


Ciena le Ais 


I hereby certify that the foregoing protest was pre- 
pared by me tor and on behalf of taxpayer; that the 
facts recited in said protest are the exact facts as given 
to me by the taxpayer and to the best of my knowledge 


andeneliel are tmue ald correct. 
Dared) at Wocw/.neecles, Calitormia, this Sih “day of 
April, 1940. 
J. EVERED Bie 
With Claude I. Parker and Ralph W. Smith 
808 Bank of America Building, 


Los Angeles, California. 
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MT-ET-California 
Estate of Peter Ferry 
Date of death: June 16, 1935. 


Los Angeles, California 
Jun 19 1940 


REPORT G2 HEARING 


Internal Revemme Agent ium@harce, 
Los Angeles, California. 


As a result of Office tentative thirty-day letter dated 
February 20, 1940, a protest was filed in this office by 
the above named estate on April 4, 1940. No formal 
hearing was had. 


Appearances: 


For the Government: N. A. Burkey, Internal Revenue 
Agent. 


For the Estate: J. Everett Blum and Ralph W. Sanih; 
Attorneys of the Law Firm of Claude I. Parker. (With 
power of attorney and permits to practice.) 


The estate filed claim for refund in the amount of 
$63,825.77. It based its claim on increase in valuation 
of insurance policies over the values claimed when the 
estate tax return was filed, and the inclusion in the gross 
estate for tax of certain transfers in trust. 


It appears by the record that in filing Form 706, the 
estate disclosed a tax in the amount of $16,905.17; that 
as a result of field investigation a deficiency in estate 
tax was tentatively determined as appears by thirty day 
letter dated August 4,.1937; that the substantial part of 
the deficiency was caused by the disallowance of a claimed 
community interest in the life insurance policies and the 
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inclusion in the gross estate of transfers in trust not 
returned by the estate for tax; that the estate filed a 
protest to the tentative determination with the Bureau 
whereby it objected to the disallowance of the community 
claimed and the inclusion in the gross estate of the trusts; 
that a hearing was 


erate of Peter erry. 

had on the protest in the Bureau on December 16, 1937, 
and March 23, 1938, as appears by reports thereof in 
the file; that as a result of the hearing on December 16, 
1987, the Bureau wrote a letter, dated January 22, 1938, 
a copy of which is in the file, in which it was proposed 
that there be eliminated a transfer valued at $5,950.00 
covering the transfer of 476 shares of First National 
Bank of Glendale, and additional deductions were allowed: 
and that as a result of the various conferences the estate 


paid the deficiency tax which it now seeks refunded. 


The claim of the estate was the subject of field investi- 
gation, report thereof being in the file. As a result of 
the report this office issued its letter under date of Feb- 
ruary 20, 1940, showing a deficiency in the amount of 
$848.93. To this letter the estate has filed its protest. 


The protest was set for hearing at 10 A. M., Tuesday, 
May 21940) At that tune Mr. Blum asked that it be 
continued until the 22nd. His request was granted, but 
on the 22nd he called by telephone stating that he desired 
the case to be considered on the record as submitted, 


waiving formal hearing. 
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In reference to the community interest of the wife 
claimed in the life insurance policies, it appears at the time 
of major investigation, and when the matter was under 
consideration by the Bureau, the case of Newman v. Com- 
missioner, 76 Fed. 2d 449, and Bank of America v. Com- 
missioner, 34 B.T.A. 684, affirmed by the Ninth Circuit 
Court of Appeals, was the law governing life insurance 
policies on the husband decedent, premiums thereon hav- 
ing been paid by community property. The law now 
applicable is the case of Lang v. Commissioner, opinion 
of the Supreme Court entered May 16, 1938, and the 
estate of McCoy v. Commissioner promulgated by the 
Board of Tax Appeals April 25, 1939, to which the Com- 
missioner acquiesced in Internal Revenue Bulletin, Vol. 
35, 1939 Edition, dated April 28, 1939. These cases 
established the rule of law that where it be shown that 
premiums on life insurance policies are paid from com- 
munity funds, that the community rights attach to the 
proportion that the community funds paid bear to the 
whole premiums paid and, with particular reference to 
the California community property law, the community 
payments are to be from that type of community acquired 
after July 29, 1927, the effective date of Section 161 (a) 
of the California Code. The law on that matter being 
settled, the only issue on this point in this case is one of 
fact, i.e., did the wife make contributions to these insur- 
ance policies through paymients of premiums by com- 


munity acquired after July 29, 1927? 
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Estate of Peter Ferry. 


The report of investigation on this issue states that 
the investigating ofhcer was unable to obtain satisfactory 
proof upon which any concession could be made to the 
claim for refund on account of community contribution. 


The only evidence submitted for consideration by the 
estate on its protest is the sworn statement contained in 
the protest itself that there were community earnings 
after July 29, 1927, and that the husband and wife each 
had separate earnings, and that all the earnings, including 
community income, were deposited in a joint bank ac- 
count from which all bills were paid. 


Such evidence falls far short of proving that earnings 
of the husband, as distinguished from all incomes of 
whatever nature, actually were used for the payments of 
premiums on these life insurance policies during the years 
they were asserted to have been so paid. 


If it be proven that a part of the wife’s separate funds 
were used for the payment of these premiums no benefit 
could be given the widow as Ferry died after Article 25, 
Regulations 80 (1934 Edition) was promulgated. 


It is recommended that the claim for refund be denied 
on the community issue. 


ihiercrenence tO tle taxability, O1 the trusts it appears 
by the conference memorandums dated December 23, 1937, 
and March 28, 1938, hereinabove mentioned that the 
issues raised by the claim for refund and this protest 
have been carefully considered. There has been no 
change in the law occurring since these memorandunis 
were issued coming within the knowledge of the writer. 
The pertinent points of these trusts, in so far as they 
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are brought within the terms of Section 302 (d) of the 
Revenue Act of 1926, as amended, are fully covered in 
the report dated December 23, 1937, and it is wholly un- 
necessary to again restate the provisions. 


The law as interpreted and applied by the writers of 
the two Bureau conference memorandums is supported 
by the recent case of Colonial Trust Company (Estate of 
Thomas I. Walker) v. Commissioner, reported in Vol 4— 
1940 C.C.H., Page 10,103, a decision of the Circus Gomes 
of Appeals for the Second Circuit, decided May 6, 1940. 


Hstate or Peter Peruy 


It is recommended that the claim for refund and the 
protest be likewise denied on this issue. 


In the protest it is asked that deductions be allowed 
in full rather than be limited to the amount of the probate 
estate. No proof in support of additional claimed deduc- 
tions other than this statement in the protest was sub- 
mitted. It is, of course, the present rule that deductions 
are not limited to the amount of the probate estate. It 
appears by Bureau letter dated January 22, 1936) igiae 
file, that deductions in addition to those allowed by thirty 
day letter were allowed. 


The representatives of the estate desire a hearing be- 


fore the Staff. 


Submitted herewith is protest, copy of power of at- 
torney and reqmest for Neamma before the Sean. 


Nee 6Burkey 
Internal Revenue Agent. 
NAB:an 


Enclosures. 
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Mel EW :7738 
District of 6th California 
Estate or Peter Ferry 
Date of death: June 16, 1935 
Commissioner of Internal Revenue, 

Washington, D. C. 

Reference is made to Bureau letter dated June 21, 1940. 
requesting advise as to what progress has been made rela- 
tive to the investigation of a claim for refund in the above 
named estate which was transmitted to this office under 
date of August 30, 1939. 

Please be advised that the claim was assigned for in- 
vestigation to Internal Revenue Agent Nat N. Eddy, and 
a report thereon was submitted under date of February 
5, 1940. A preliminary notice was issued on February 
20, 1940, and a protest filed on April 4, 1940. 

Action on this protest was continually delayed due te 
the failure of the representatives of the estate to appear 
and present evidence in support of their protest. An in- 
formal hearing was held in this office, and finally the 
representatives of the estate advised that the case be con- 
sidered on the record as submitted and a formal hearing 
was waived. 

Mesconicree s report ai actionvom thesprotestmc dared 
June 19, 1940, in which the claim was denied. The rep- 
resentatives of the estate were advised of this action and 
they then requested the case be forwarded to the Tech- 
nical Staff. 

The case was transmitted to the Staff under date of 
June 19, 1940, where it awaits further action. 

(Signed) George D. Martin 
SMS: Internal Revenue Agent in Charge. 
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(CSS a eB) 

ee lee) 

TECHNICAL STARE, PACIFIC DIVISi@m 
ACTION MEMORANDUM 
In re Report of Hearing 6/19/40, MT:ET: California. 
dese let -65. 

Taxpayer: Estate of Peter Ferry, Catherine Blame, 
Executrix, c/o Claude I. Parker, 808 Bank of America 
Building, Los Angeles, California. 

Represented by: J. Everett Blum, 808 Bank of America 


Building, Los Angeles, California. 
Collection District: 6th California. 


Overassessment Overdtecsement 
Claimed by Found by I. R. 
Date of Death Kind of Tax Taxpayer Agt. in Chge. 
June 16,1935. Estate $03,625.// None 


Internal Revenue Agent in Charge, 


Los Angeles, California: 


I return herewith the file relating to the above-described 
case, accompanied by a statement of the issues, the rele- 
vant facts and law, and the conclusion reached, with the 
grounds therefor. This statement has my approval and 
is incorporated as a part of the record of the case. The 


Staff Division has reached the following 
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DEGISION: 
The overassessmient in this case is as follows: 


Amount of Claim 
Date of Death Kind of Tax Overassessment to be rejected 


June 16, 1935 Estate None PO ars 29./7 


The claim filed on behalf of the above estate in the 
amount of $63,825.77 should be rejected and official no- 
tice of such rejection should be issued by registered mail 
to the taxpayer in accordance with the provisions of sec- 
tion 3772(a) of the Internal Revenue Code. 


The taxpayer does not agree to the foregoing deter- 
mination. 


Appropriate action should be taken in accordance with 
paragraph 5 of Commissioner's Mimeograph, R. A. 1014, 
eS Nero. 

By direction of the Commiissioner : 

(Signed Vireil Bean WS 
Head of Division. 
Date: Aug 28 1940 
HLD/mom 


Gals: PD 
LA:HLD 


Cer We weer PACIFIC DIVISION 
SUPPORTING STATEMENT 
In re Report of Hearing 6/19/40, MT:ET:California. 
>. No, E-Ga 
Taxpayer: Estate of Peter Ferry, Catherine B. Ferry, 
Hesecutrix, ¢€7o Claude I. Parker, 808 Bank of America 
Building, Los Angeles, California. 
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Represented by: J. Everett Blum, 808 Bank of America 
Building, Los Angeles, California. 


Collection District: 6th California. 


Overassessment Overassessment 
Claimed by Found by I. R. 
Date of Death Kind of Tax Taxpayer Agt. in Chge. 
Jfitine WO, VOSS. satice O3,029./7 None 


Head of Division: 


The above-entitled case, referred to the Pacific Division 
of the Technical Staff, at the request of the taxaagen. 
has been considered. 


In response to a request a conference was granted at 
Los Angeles, California, on July 8, 1940. 


The issues, relevant facts, law and argument and con- 
clusion of the undersigned follow: 


I. Issues: 


1. Whether an amount of $32,561.48 representing 
proceeds of insurance payable to beneficiaries other than 
the estate in excess of the $40,000.00 exemption should 
be included in the gross estate of the decedent. 


2. Whether an amount of $610,837.45 representing 
property transferred prior to the enactment of section 
161(a) of the California Code is includable in the gross 
estate to the extent of the entire corpus thereof, on the 
basis of the terms of the respective trust instruments. 
II. Findings of Fact: 


1. Peter Ferry died June 16, 1935, a resident of 
Glendale, California. Form 706 was filed on behalf of 
‘the estate which 
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reflected a gross estate.of $276,664.17 and disclosed a 
tax liability amounting to $16,905.17. As the result of a 
field investigation a deficiency in estate tax in the amount 
of $61,183.19 was determined pursuant to thirty-day let- 
ter issued on August 4, 1937. 


A substantial portion of the deficiency was caused by 
adding to gross estate insurance payable to beneficiaries 
other than the estate, in excess of the $40,000.00 ex- 
emption as follows: 


Returned . $260,071.24 
Tentatively determined FAS ad OS ae 
Increase $ 32,561.48 


The decedent had taken out various life insurance poli- 
cies during his lifetime. The policies were the ordinary 
type of printed forms wherein he retained all of the in- 
cidents of ownership, such as the right to change the 
beneficiary, to the date of his death. The statement was 
made that the premiums on these various contracts were 
paid after July 29, 1927 with community funds. No evi- 
dence was presented in support of this statement. The 
examining agent states, report dated February 5, 1940, 
Hiaeetieveideavored repeatedly between October 23, 1939. 
and February 5, 1940, to obtain from the representative 
of the estate proof that the wife of the decedent con- 
tributed any community funds in payment of any part of 
the insurance premiums but that the representative finally 
advised that he was unable to obtain such proof. 


No proof as to such alleged payments was presented 
during conferences held with the undersigned. 
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2. A substantial portion of the proposed deficiency 
was due to increasing the gross estate in the amount of 
$610,837.45 for the value of property transferred to vari- 
ous trusts by the decedent between the years 1925 and 
1935. These were as follows: 


Trust No. Date Created Amount 

(2) Sass 2-10-25 $108,363.36 
(b) 202 4- 9-25 82,259 UG 
(c) 1080 7-10-25 2,547.74 
(d) SS-4358 10- 9-25 95, 18202 
(e) 1052 L1- 2-25 126,604.80 
(Gi) 6204 6- 5-30 193,357 
Total $610,837.45 

Mstaicnier eter lM enin, Supporting Statement. 


Copies of the various trust instruments are contained 
in the file and attention is invited thereto. With the ex- 
ception of (c) above. each recites that the trustee has 
received from Peter IL. Perry and- Catherine Bo Pema 
husband and wife, trustors, a conveyance and transfer 
to it of the trust property. The pertinent provisions of 
the trusts are similar and are substantially as follows: 


(a) Peter Ferry reserved the right to revoke or ster 
minate Trust S-5869 in whole or in part during his life- 
time with the consent of a majority of the living bene- 
ficiaries. The income was payable equally to the trustors 
and their six children, subject to a payment of $300.00 
per month to Catherine Ferry’s mother during her life- 
time. Upon the death of the survivor of the trustors the 
principal was to be distributed as prescribed to the re- 
maining beneficiaries. 
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(b) Trust 2012 provides for the distribution of the in- 
come share and share alike, among the trustors and their 
children, revocation and modification to be effected by 
the trustors and any three of the remaining beneficiaries. 
Upon the death of both trustors. the corpus is to be dis- 
tributed among the children as prescribed thereby. 


(c) Trust 1080 was created by Harry G. MacBain, 
July 10, 1925, to sell certain real estate. On July 10, 
1925,. decedent purchased a one-tenth interest in the trust 
and took title thereto as joint tenant with his wife. The 
record indicates that decedent transferred his interest to 
three of his children on May 28, 1935, eighteen days 
prior to his death while in an advanced stage of cancer. 


(d) Trust SS-4358 was absolute and irrevocable except 
that Peter L. Ferry could, during his lifetime, make modi- 
fications with the consent of the majority of the other 
beneficiaries who were his wife and six children. The 
provision for the disposition of the principal was sub- 
stantially the same as in the above-described trusts. 


(e) In this trust the income was to be paid to the trus- 
tors and to the survivor of them during their lives. The 
trust was to be absolute and irrevocable “except that the 
Trustors have reserved unto themselves and a majority 
of the Beneficiaries the right at any time upon written 
notice delivered to said Trustee, to change the time of 
payment and/or the proportion of income, and/or the 


Beneficiaries mentioned in Article Four of this Trust 
x ok Ok” 


The provision for the distribution of the principal upon 
the death of the trustors is substantially the same as in 
the other trusts. 
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(f) In this trust the income is payable to trustors 
jointly during their lifetime and upon the death of either 
the entire income is payable to the survivor during his 
or her lifetime. Upon the death of the survivor the 
corpus is to be distributed equally to the then living chil- 
dren, except that the share of any child under 30 years 
of age is to be held in trust until such child reaches the 
age of 30. Trustors reserved the right during their life- 
time, acting jointly, to revoke, change, amend or sub- 
stitute. 


After protest the case was considered by the Confer- 
ence Section of the Bureau and the proposed deficiency 
was sustained. At the request of the estate’s representa- 
tive the case was reviewed by the Committee on Appeal 
and Review which sustained the Conference Section. A 
proposal made by the representative of the estate that it 
concede the insurance issue and the inclusion of three- 
fourths of the total trusts in gross estate was rejected 
by the foregoing action. 


Bureau letter MT-ET-7738-Cth California, dated Feb- 
ruary 5, 1938, allowed a credit of $27,980.46 for State 
estate, inheritance, legacy and succession taxes. Ceollec- 
tor’s Form 899 indicates that the full deficiency was paid. 
Subsequently the estate, on February 20, 1939, filed a 
claim in the amount of $63,825.77 and requested recon- 
sideration of both issues. After reconsideration in the 
field conference office the claim was denied. The recom- 
putation as the result of such conference determined a 
deficiency of $848.93. The computation failed to allow 
a deduction of $5,950.00, representing a transfer of bank 
stock and additional expenses of decedent amounting to 
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$3,310.17 paid by the estate, which were recommended 
for allowance in Bureau letter MT:ET:Cl. 7738—6th 
California, dated January 22, 1938. These appear to be 
proper adjustments and should be allowed, eliminating the 
proposed additional deficiency, which is barred by statute. 


III. Law and Argument: 


1. This issue presents the question as to whether gross 
estate should be increased by the proceeds of insurance 
payable to beneficiaries other than the estate, in excess 


of the $40,000.00 exemption. 


The estate’s representative relies on the cases of Lang 
veeemmiusstoner, 30+ U.S, 264 (20 A.F.T.R, 1251) and 
Elizabeth C. McCoy, Adm’x., 37 B. T. A. 114. The Lang 
case involved the Revenue Act of 1926. Section 302(2) 
of that Act, as amended, provides for the 


Estate of Peter Ferry Supporting Statement. 


inclusion in the gross estate at the time of decedent’s 
death of the amount receivable, in excess of $40,000.00, 
by all other beneficiaries as insurance under policies taken 
out by the decedent. Article 25, Regulations 70, states that 
insurance is deemed to be taken out by the decedent in 
all cases where he pays all the premiums, either directly or 
indirectly, whether or not he makes the application. 


Article 25, Regulations 80 (1934 Edition) (as amended 
by T.D. 4729), provides that insurance is considered to 
have been taken out by the decedent, whether or not he 
made the application, if he acquired the ownership of, 
or any legal incident thereof, in the policy. Legal in- 
cidents of ownership in the policy, the article continues. 
include the right of the insured or his estate to its eco- 
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nomic benefits, the power to change the beneficiary, to 
surrender or cancel the policy, to assign it, and the like. 
All of the policies in this case were taken out by the 
decedent upon his own life. They were the usual standard 
form of policy giving him legal incidents of ownership 
such as changing the beneficiary, assignment and the like. 
They thus come within the express wording of Article 25. 
The estate’s representative failed to show that any por- 
tion of the premiums was paid by community funds. But 
even if this were shown it appears immaterial in view of 
the provisions of Article 25, Regulations 80. Due to 
the difference in the express wording of Article 25, Regu- 
lations 80, as compared with the same article in Regula- 
tions 70, the Lang decision is not applicable in this case. 
The Court, itself, recognized this fact when it stated: 
“Treasury Regulations 70 were in force when 
Lang died and are applicable to his estate. It is un- 
necessary for us to consider the meaning, validity or 
effect of the changes introduced by Regulations 80.” 


In the McCoy case, supra, the question was whether 
the laws of California were the same as those of the State 
of Washington with respect to life insurance where the 
premiums had been paid out of community funds. The 
question of the difference in the regulations was not dis- 
cussed, as herein presented. The decedent in the McCoy 
case died in 1932. Hence Regulations 70 would be ap- 
plicable as in the Lang case. It is apparent that the 
McCoy case is not controlling herein. 


It was held in Newman v. Commissioner, 76 F(2d) 
449, where decedent had taken out policies of insurance 
wherein he reserved the right to change the beneficiaries, 
and where the premiums were paid out of community 
property, and the proceeds were to go 
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Pomtegor Peter merry Supporting Statement. 


to his wife, that the transaction is regarded as a gift by 
the husband to the wife, and the estate of neither is re- 
garded as having paid the premiums so as to be entitled 
to reimbursement on account of the payment. 


In the Estate of Cyprian A. Sporl, Sr., 40 B.T.A. 924 
(acq.) decedent died in 1936 in Louisiana leaving a large 
amount of life insurance. He had had the right up to 
the date of his death to change the beneficiary. All of 
the premiums on the policies were paid out of com- 
munity property. It was held that the total value of 
the insurance policies at date of death in excess of 
$40,000.00 was includable in the gross estate. 


While both the Sporl and the Newman cases, supra, 
involved community property laws of Louisiana, no ma- 
terial or essential difference between such laws of that 
State and those of California as to nullify the controlling 
effect of those decisions in the instant case was asserted 
or established by the estate’s representative. From a study 
thereof and consideration of cases involving the laws of 
these states, it does not appear that any material differ- 
Giieer wicrein exists. 


2. This issue involves the question as to whether the 
establishment of certain trusts by the decedent and his 
wife amounted to a property settlement between the 
spouses, giving the wife a vested interest therein, which 
one-half interest should be excluded from the gross es- 
tate of the decedent. 


The corpus of all five of the trusts was acquired by 
the decedent during coverture prior to the enactment of 
section 161(a) of the California Civil Code giving the 
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wife a vested interest in the community. Prior to the 
enactment of this section of the Code, the wife had a 
mere expectancy in the community. The rights of the 
husband were so complete that the husband was the owner 
of the community. U.S. v. Robbins, 269 U.S. 31599 The 
fact that the wife became a co-trustor is therefore with- 
out significance or effect. She contributed nothing of her 
own and her participation was a mere formality. 


It is contended that the legal effect of these trusts was 
to constitute the wife a tenant in common with her hus- 
band in the corpus thereof. There is nothing to indicate 
that the wife acquired any additional property or property 
rights by becoming a signatory to the trust instruments. 
Had any of the trusts been revoked, by the terms of the 
instruments the corpus would have become the property 
of the trustors, in which event an estate of tenancy in 
common might have been created. However, none of the 
trusts was revoked during the decedent’s lifetime. 


state ot Peter Peri Supporting Statement. 


The decedent had also reserved the power, to alter, re- 
voke, or amend the trusts, with the concurrence of certain 
of the beneficiaries. 


Article 20(a), Regulations 80 (1937 Edition) pro- 
vides that all trusts are subject to tax when the transfer 
was made after the enactment of the Revenue Act of 
1924 and before the amendment of the subdivisions by 
the Revenue Act of 1934 became effective, and the de- 
cedent’s death occurred at any time subsequent to the 
transfer, with power of revocation reserved to the de- 
cedent, alone or with others, having or not having a sub- 
stantial adverse interest in such property. 
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The wife contributed nothing to the trusts. She had 
no interest in the trust property other than the life estate 
given her in certain of the trusts. The decedent reserved 
the power to alter, amend and revoke the trusts with the 
consent of others having substantial adverse interests in 
the property. Accordingly the property, or corpus, of all 
five trusts are includable in the gross estate of the de- 
cedent. 


The representative of the estate submitted a proposal 
for settlement as follows: 


(ap eeiaqeticwestatesconcede issite 1 in ull: 


(b) That there be included in the gross estate $503.- 
940.90 of the transfers in trust and that the remainder 
thereof, or $106,896.55 be excluded. Acceptance of this 
proposal would result in an overassessment and refund of 
$7,199.84 plus interest. Careful consideration of this 
offer in the light of the applicable law leads to the con- 
clusion that the proposed offer is unacceptable. 

On the basis of the foregoing, the claim for refund 
of the estate in the amount of $63,825.77 should be of- 
ficially rejected in accordance with established procedure. 


IV. Conclusion: 


Since the taxpayer did not submit an acceptable pro- 
posal for settlement the case should be returned to the 
Revenue Agent in Charge for appropriate action. 


(Siened) HH, a Diueker 
Assistant Technical Advisor. 


HLD/mom Aug 26 1940 


* * * * * * * * * 
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Oct 18 1940 
MT-ET-7738-6th California 
Estate of Peter Ferry 
Date of death—June 16, 1935 


Catherine 5. Berry, Excempnmx 
3030 N. Chevy Chase, 
Glendale, California. 


Madam: 


Reference is made to the claim on Form 843 filed on 
February 9, 1939, on behalf of the above-named estate 
for the refund of $63,825.77, Federal estate tax paid, “or 
such greater amount as is legally refundable with 1n- 
terest.”, The claim involves two issues, first, as to 
whether the amount of $32,561.48, representing proceeds 
of insurance payable to beneficiaries other than the es- 
tate in excess of the $40,000.00 exemption, should be in- 
cluded in the gross estate of the decedent; and the other 
as to whether the amount of $610,837.45, representing 
property transferred prior to the enactment of section 
16i(a) of the California Code, is includible in the gross 
estate to the extent of the entire corpus thereof on the 
basis of the terms of certain trust instruments. 


With respect to the first issue you contend that the 
life insurance policies should not be taxed in full, but 
an allowance should be made of the claimed community 
interest stated to be vested in you. You rely on the case 
of Lang v. Géifimissioner, 304 U.s. 264 (20 Avia 
1251) and the case of Elizabeth C. McCoy, Administra- 
tine, 3/7 BabA, 114. 


The Bureau has considered the cases cited and is of 
the opinion that they are not controlling in this case. 
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It appears that all of the pwiicies in this case were taken 
out by the decedent upon his own life. They were the 
usual standard form of policy, giving him legal incidents 
of ownership such as changing the beneficiary, assign- 
ment and the like. They thus come within the express 
wording of Article 25 of Estate Tax Regulations 80. No 
evidence has been submitted showing that any part of the 
premiums was paid out of community funds. 


2—FEstate of Peter Ferry 


With respect to the second issue you contend that the 
six trusts are taxable only to the extent of one-half be- 
cause the establishment of the trusts amounted to a prop- 
erty settlement between the decedent and yourself, giving 
you a vested interest therein. 


It appears that the corpus of all six of the trusts was 
acquired by the decedent during coverture prior to the 
enactment of section 161(a) of the California Civil Code 
giving the wife a vested interest in the community. Prior 
to the enactment of this section of the Code, the wife had 
a mere expectancy in the community. The rights of the 
husband were so complete that the husband was the owner 
of the community. U. S. v. Robbins, 269 U.S. 315. The 
fact that the wife became a cotrustor is therefore with- 
out significance or effect. She contributed nothing of her 
own and her participation was a mere formality. 


It is contended that the legal effect of these trusts 
was to constitute the wife a tenant in common with her 
husband in the corpus thereof. There is nothing to in- 
dicate that the wife acquired any additional property or 
property rights by becoming a signatory to the trust in- 
struments. It may be assumed, without conceding that 
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upon revocation of any of the trusts the corpus by the 
terms of the instruments would have become the property 
of the trustors, in which event a tenancy in common 
might have been created. However, none of the trusts 
was revoked during the decedent’s lifetime. The fact 
remains that the transfers were made by decedent after 
the enactment of the Revenue Act of 1924, and the de- 
cedent reserved the power, to alter, revoke or amend the 
trusts, with the concurrence of certain (but less than all) 
of the beneficiaries, and such power was in existence at 
the date of decedent’s death. The transfer, therefore, 
comes within section 302(d) of the Revenue Act of 1926. 


On the basis of the foregoing, and since there does not 
appear to be an overpayment of Federal estate tax in this 
case, the claim filed on February 9, 1939, for the refund 
Of $63,829.77 is rejected im its entirety. 

Respectfully, 


Guy T. Helvering, 
Commissioner. 
Dyeeciened) D, 5. Bliss 
D. S. elise: 


Deputy Commissioner. 


EL zi 


[Endorsed]: No. 2106 OC. Ferry vs. Rogan. Deft. 
Exhibit No. D in evid. Filed 6/7, 1943. By Cross, 
Deputy Clerk. 
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MT-ET-7738-6th California 
Estate of Peter Ferry 
Date of death—June 16, 1935 


Jun 22 1937 


Mr. George D. Martin, 
Internal Revenue Agent in Charge, 
939 South Broadway, 
Los Angeles, California. 


My dear Mr. Martin: 


Reference is made to your report dated January 30, 
1937, of an investigation of the above-named estate by 
Internal Revenue Agent Nat N. Eddy. 


The report of Internal Revenue Agent Eddy makes 
mention of an appraisal of Preston H. Leslie relative to 
the valuation of property contained in certain trusts dis- 
closed under Schedule E in the estate tax return, Form 
706. However. examination of the file fails to disclose 
such an appraisal. 


In this connection, it is requested that you submit to 
this office at your earliest convenience inventories show- 
ing the value of the property contained in each of the » 
above-mentioned trusts as of the date of the decedent’s 
death. 


Very truly yours, 


(Signed) Mp Ss alics: 
eS. Bitcs. 
Deputy Commissioner. 


GCW :DH 
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Office of 
Internal Revenue Agent in Charge 
Los Angeles Division 
Los Angeles Division 


TREASURY DEPARTMENT 
Internal Revenue Service 
939 South Broadway 
Los Angeles, Calif. 

Nme zo, 1937. 


MT-ET:7738 

District of 6th California 
Estate of Peter Ferry 

Date of death: June 16, 1935 


[Stamped]: Bureau Record 


[Stamped]: Dispatched from Files E. T. Div. With- 
out Case Jul 1 1937 


[Stamped]: Received—Files Jun 30 1937 Estate Tax 
Commissioner of Internal Revenue, 
Washington, D. C. 
Receipt is acknowledged of Bureau letter dated June 
22, 1937, in the above named estate. 


In this connection, there is transmitted herewith an ap- 
praisal by Preston H. Leslie relative to the valuation of 
property contained in certain trusts disclosed under 
Schedule E in the estate tax return, Form 706, and which 


vs. Catherine B. Ferry, etc. J 


(Defendant’s Exhibit F) 
was referred to in Internal Revenue Agent Eddy’s report 
of January 30, 1937. 
George D. Martin 
GEORGE De MAKIN, 
Internal Revenue Agent in Charge. 
SMS:S 
Enclosure 
[Stamped]: Received From Files Jul 2 1937 Field 


Review 


Los Angeles, Calif. 
San Francisco, Calif. 
Washington, D. C. 


CLAUDE) PAMCER 
Attorney at Law 


937 Munsey Building 
Washington, D. C. 
National 5623 


[Stamped]: Internal Revenue Aug 31 1937 Miscel- 


laneous Tax Unit 
August 30, 1937. 
Hon. Guy T. Helvering, 


Commissioner of Internal Revenue, 
Washington, D. C. 


litres Estatevot Peter Ferry, 
Los Angeles, California. 
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Reference is made to your letter of August 4, 1937, 
granting thirty days in which to file a protest against 
the findings of the Commissioner in the above noted case. 

The attorney who is handling the case in our Los An- 
geles office is absent from this country and is not expected 
to return until about October Ist. 

It will be greatly appreciated if an extension of time 
until November 4, 1937 is granted the Estate of Peter 
Ferry in which to file a protest. 


Respectfully, 
L. AWE 
Nev. 
MT-ET-7738-6th California 
Estate of Peter Ferry 
Date of death—June 16, 1935 
Sep 7-1937 


Catherine B. Ferry, Executrix, 
3030 North Chevy Chase, 
Glendale, California. 

Madain: 

Reference is made to the request of Mr. L. A. Luce for 
an extension of time for the filing of certain evidence in 
connection with the above-named estate. 

The extension granted to November 4, 1937, is hereby 
confirmed. 

Respectfully, 
(Signed ) 
(Signed) ADELBERT CHRISTY 
Adelbert Christy, 
Acting Deputy Commissioner. 
NJP/R 


vs. Catherine B. Ferry, etc. 913 


(Defendant’s Exhibit F) 
November 10, 1937. 


MT-ET-7738-6th California 
Peraterot Peter Perry 


ee. Lie, Attorney, 
937 Munsey Building, 
Washington, D. C. 
Sin: 

In compliance with your request, a hearing with respect 
to the Federal estate tax hability of the above-named 
estate has been scheduled for 9:30 a. m., December 16, 
1937, Room 6237, Internal Revenue Building, Twelfth 


Street and Constitution Avenue, Northwest, Washington, 
DYE. 


Any additional documentary evidence which the estate 
desires to submit in support of its contentions should be 
on file in this office five days prior to the date of the 
hearing. 


Respectfully, 
(Sicted) 9D Se blis-. 
D. S. ‘Bliss, 
Deputy Commissioner. 
ms 
ROUTING TAG 
oe Stor 
Prom: LAC 


Return to sender 
(Giicheclsec! ) oe. me. ..5 2.22. ee. 


should further cont be granted? 


Yes, in accordance with understanding at Ist comp. 


Ce. 
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[Stamped]: Internal Revenue Nov. 4 1937 Miscel- 
laneous Tax Unit 


[Stamped]: Received—Files Nov 5 1937 Estate Tax 
[Stamped]: Protest M.H.H./AMB 


STA TE VENA Ot PRO TES 


With Respect To 
DEFICIENCY CLAIMED IN FEDERAL ESi@ ais 
TAX PROPOSED TO BE ASSESSED AGA = 
CATHERINE B. BERRY, EXECUTRIX ORME 
ESTATE OF PETER FERRY, WHO DECEASE® 
JPOIMa, Wo, SB. 
PROUTE Saw > ADDRES Sele 
Care of Claude J. Parker, 
808 Bank of America Building, 
650 South Spring Street, 
Los Angeles, California. 


Los Angeles, California, 
October 29, 1937. 


[Stamped]: Dispatched from Files E. T. Div. With 
Case Nov 6 1937 


Honorable Guy T. Helvering, 
Commissioner of Internal Revenue, 
, Washington, D. C. 
Suhre 

Receipt is acknowledged of your letter bearing date of 
August 4, 1937, carrying symbols MT-ET-7738-6th Cali- 
fornia, and bearing signature of D. S. Bliss, Deputy Com- 
missioner, which letter authorizes taxpayer, if dissatished 
with the tentative decision of the Commissioner of In- 
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ternal Revenue therein made, to file, within a period of 


thirty days, her protest. 


Receipt is also acknowledged of your letter bearing 
symbols above given, in which the time for filing protest 
against the proposed deficiency set forth in your letter of 
August 4, 1937 is extended to November 4, 1937. 


Protestant expresses her appreciation for the privilege 
of being permitted to register her dissatisfaction with the 
proposed determination of the Conmimissioner and expresses 
her appreciation of the extension granted within which to 


file this protest. 


Protestant is dissatisfied with the proposed determina- 
tion and assigns errors specifically as follows: 


First: That the Commissioner has erred in increasing 
the gross estate by including therein certain trusts spe- 
cifically set out in said letter of August 4, 1937. 

Second: That the Commissioner erred in increasing 
valuations of items of insurance as set out in said letter 
of August 4, 1937. 

Third: That the Commissioner erred in refusing to 


allow the full amount of deductions shown in the Federal 
estate tax return filed, and in allowing only the amount 
of deductions to the extent of the value of the probate 
estate. 


The facts upon which the protestant relies are briefly 
as follows: 


Respecting the inclusion in the gross estate of certain 
trusts as transfers, protestant states that prior to the 
death of the decedent, the decedent and your protestant 
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made certain transfers of their property in trust; that said 


trusts are as follows: 


Trust No. 5869, created February 10, 1925, in which 
the Security Trust and Savings Bank, a corporation, was 
named as Trustee, and in which the decedent and your 


protestant were named as Trustors; 


Trust No. 2012, created April 9, 1925, in which the 
Citizens National Trust and Savings Bank was the Trus- 
tee, and the decedent and your protestant were the 


Trustors; 


Trust created October 9, 1925, in which the Pacific 
Southwest Trust and Savings Bank was the Trustee, and 
in which the decedent and your protestant were the 
‘iUSLOLs, 


Trust No. 1052, created Nvomber 2, 1925, in which the 
Title Guarantee and Trust Company was named Trustee, 
and in which the decedent and your protestant were named 
the Trustors; 


Trust No. 6204, created June 5, 1930, in which the 
Citizens National Trust and Savings Bank of Los Ange- 
les was named the Trustee, and in which the decedent 
and your protestant were named the Trustors. 


In each and every of said trusts it will be noted that 
both the decedent and your protestant are the trustors. 
The creation of such trusts effected between the decedent 
and your protestant a property settlement agreement to 
the effect that each would be vested at the time of the 
creation of each of said trusts with an undivided One- 
Half (14) interest in the property which comprised the 
corpus of the trust. 
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In California a husband and wife may make a prop- 
erty settlement agreement. (See Section 158, Civil Code 
of the State of California). , 


In California contracts may be either express or im- 
plied. (See Section 1619, Civil Code of the State of Cali- 
fornia ). 


An implied contract is one the existence of terms of 
which is manifested by conduct. (See Section 1621, Civil 
Code of the State of California). 


It cannot be doubted that in the instant matter the 
decedent and protestant by their conduct in placing their 
property in trust effected a property settlement agreement 
and that, therefore, each would be the owner at the time 
of the creation of such trust of an undivided One-Half 
(14) interest in the property comprising the corpus of 
said trust, as hereinbefore stated; that, therefore, no more 
than One-Half (14) of the value of the corpus of such 
trusts would be included in the gross estate of 
the decedent for Federal estate tax purposes. Fur- 
ther, if the trusts had been revoked, or could have been 
revoked, the property would have vested in the decedent 
and your protestant as tenants in common since, upon the 
revocation of a trust, the corpus of such trust re-vests in 
the trustors thereof. (See Section 2280 of the Civil Code 
of the State of California). Such transfers, therefore, 
should not be included in the gross estate of the decedent 
to the full extent of their value but, at most, should be 
included only as to One-Half (1%) of the value of the 
corpus of said trusts. 


Bank of America Trust Co. v. Com. (Merton J. 
Price Est) 34 BTA 684 aff'd 9th CCA 6-21-37 
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As to the increase in valuation of insurance policies, 
your protestant is informed and believes and, therefore, 
states it to be a fact that the values returned in the Fed- 
eral estate tax return filed herein are the true values of 


such insurance policies. 


As to the deductions taken by the estate of decedent, 
_ there is apparently no dispute as to the correctness thereof. 
The Commissioner has merely limited the deductions to 
the total appraised value of the probate estate, apparently 
upon the theory that that amount represents the total 
amount of the debts and deductions which will be payable 
out of said probate estate. This question has been ruled 
upon by the Board of Tax Appeals and the Federal Courts 
adversely to the position taken by the Commissioner. 


See Union Guardian Trust Co. 32 B.T.A. 996; 
Mary ©. Hlallock, 34 B.1.A. 575; 
Edna F. Hays, 34 B.T.A. 808; 


Edith M. O’Donnell, 35 B.T.A. 37, decided Janu- 
ary 12, 19377 


Commissioner of Internal Revenue v. Strauss, 77 


Fed. (2nd) 401; 
Baer v. Milbourne, 13 Fed. Supp., 998; 


Thomas De C. Ruth, et al., v. Commissioner 
Docket No. 80840, sromulseted June 22, 1937, 


30 Bil Ae : 
Commissioner v. Ames, 88 Fed. (2nd) 388; 
Commissioner v. Windrow, ........ Bed) (2nd) aa 


(C.C.A. 5th Ginenity March 6, sae 


vs. Catherme B. Ferry, etc. 919 


(Defendant’s Exhibit F) 


Helvering v. Northwestern National Bank, ........ 
ec, (4) (C.C Ag etheGircutte April! 14, 
1937). 

It is respectfully submitted that this question is no 
longer an open question but has been definitely decided 
that the full amount of deductions, irrespective of the 
value of the probate estate, should be allowed. 

In conclusion, your protestant submits that a recon- 
sideration should be given by the Commissioner to the 
points here involved, and, upon such reconsideration, ad- 
justments made in accordance with the facts and argu- 
ments set forth herein, and that no more than One-Half 
(%) of the value of the corpus of the trusts should be 
included in decedent’s gross estate; that the insurance poli- 
cies should be valued as per the Federal estate tax re- 
turn; and that the full amount of the deductions as claimed 
in the Federal estate tax return should be allowed. 

Respectfully submitted, 
CATFORINE BePERRY 
Catherine By erry 
Executrix of the Estate of Peter Ferry 

Glaude i. Parker 

GExwDE 1, PARKER 

Ralph W. Smith 

RAPE W. SMITH 

808 Bank of America Building, 

Los Angeles, California, 

Attorneys for the Administratrix 

Ci Comcel: 

eA Euee, 

Re OLOID 

937 Munsey Building, 

Washington, D. C. 
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State of California 
County of Los Angeles—ss: 


Catherine B. Ferry, being first duly sworn, deposes and 
says: that she is the duly appointed, qualified and acting 
Administratrix of the Estate of Peter Ferry, deceased and 
is the taxpayer named in the foregoing Statement of Pro- 
test and that she has read the said protest and knows the 
contents thereof; and that the same is true of her own 
knowledge, except as to the matters which are therein 
stated upon her information and/or belief, and as to those 
matters that she believes it to be true. 

Catherine B. Ferry 


Subscribed and sworn to before me this 30 day of Oct, 
1937 
Verna Frantz 
Notary Public in and for the County of 
Los Angeles, State of California 
My Commission Expires May 14, 1941. 


GaRwiFICATE 


I hereby certify that the foregoing protest was prepared 
by me for and on behalf of taxpayer; that the facts re- 
cited in said protest are the exact facts as given to me by 
the taxpayer and to the best of my knowledge and belief 
are true and correct. 

Dated at Los Angeles, California, this 30 day of Octo- 
ber, 1937. 

J. EVERETT BLUM 
With CLAUDE I. PARKER & 
RALPReVW. SMITE 
808 Bank of America Building 
Los Angeles, California. 
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Los Angeles, Calif. 
Sai francisco, Calit. 
Washington, D. C. 


Gib 1 PARKER 
Attorney at Law 
937 Munsey Building 
Washington, D. C. 
National 5623 
November 5, 1937. 
[Stamped]: Internal Revenue Miscellaneous Tax 
Unit Nov 6 1937. Received Nov 19 1937 Estate Tax 
Division 
Elenerable Guy J. Helvering, 
Commissioner of Internal Revenue, 
Washington, D. C. 
Attention—Estate Tax Division. 
MT-ET-7738-6th California. 


iipie aeletare Ole meter entry. 
Sir: 

A protest was filed in the above case on November 4, 
1937. After your office has had an opportunity to con- 
sider the protest it is respectfully requested that the un- 
dersigned be granted a conference as duly authorized rep- 


fesettativenor the Estate of Peter Penny. 
Respectfully, 
ewes letiee 
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[Written]: Grant Conf — No valuation question C P 
MT-ET-C1-7738-6th California 


Estate ot Peter Perry 
Date of death—June 16, 1935 


December 23, 1937. 


Mir Eo Ke Melcher, 
Head, Estate Tax Division. 


CONE ERENCE MEMORANDUM—ESTATE TAX 
DN TSION 


Date of hearing: December 16, 1937. 


Estate represented by: L. A. Luce, attorney holding 
power of attorney and practice card. 


Bureau represented by: C. Palmer, Adjustment Section. 


Subject: Insurance, transfers, and limitation of deduc- 
tions. 


Gross Estate 


Tentatively Proposed 
Returned Determined Determination 


Insurance: 

Insurance pay- 

able to benefici- 

aries other than 

the estate in ex- 

cess of the 

$40,000.00 ex- 

emption $260,071.24 $292,632.72 $292,632.72 


The decedent retained all incidents of ownership in the 
policies to the date of his death. However, the estate 
contends that the wife acquired a vested community in- 
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terest in one-half of the insurance that was purchased by 
premiums paid with community funds subsequent to July 
29, 1927, the effective date of section 161(a) of the Civil 
Code of California. 


2—Estate of Peter Ferry 

This question was settled by the decision of Newman 
v. Commissioner, 76 Fed. (2d) 449, certiorari denied 56 
S. Ct. 116. The principle announced in the Newman case 
was adopted and applied in the Merton J. Price estate (a 
California case) in Bank of America Trust Company v. 
Commissioner, 34+ B. T. A. 684, which was affirmed by 
the Ninth Circuit Court of Appeals on June 21, 1937. Ac- 
cordingly, the entire amount of the proceeds of the poli- 
cies in excess of $40,000.00 was properly included in the 
gross estate in the 30-day letter and no adjustment is in 
order. 


Tentatively Proposed 
Returned Determined Determination 
Transfers: 
Trust No. 6204 
Gieated) ines, 
1930 0.00 $195,850.37 $195,850.37 


The first paragraph of the trust instrument recites that 
the trustee has received from Peter L. Ferry and Cath- 
eiinews. hetiy, nusband and wite, of Glendale, Canora. 
hereinafter called “trustors”’, a conveyance and transfer 
to it of the trust property. 


The important provisions of the trust are as follows: 


S Siticlow 
“During the term of this trust said Trustors have 
reserved and it is an express term and provision of 
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this trust, that they shall be allowed to continue in 
full, free and undisturbed possession of the whole 
of the trust estate, without any rental or accounting 
therefor to said Trustee or any of the other bene- 
ficiaries under this trust; but they shall not incur 
any liabilities in connection therewith for which the 
Trustee may in any event become legally chargeable. 
Provided, however, that at any time upon the written 
request of Trustors, or the survivor and two bene- 
ficiaries herein, Children of Trustors, and after the 
death of both of Trustors, then upon the request of 
the majority of beneficiaries herein, Children of Trus- 
tors, said Trustee shall take over the actual and ac- 
tive management of the trust estate. 


3—Estate of Peter Ferry 


“Article VII 


“The entire net income derived from the trust es- 
tate and available for distribution hereunder shall be 
paid monthly to the Trustors’ jointly during their 
lifetime, and, upon the death of either, then to the 
survivor during his or her lifetime, or until the 
revocation or modification of this trust as herein- 
after provided. Trustee to make quarterly state- 
ments. 


“Article VIII 


“Upon the demise of the surviving Trustor, the 
Trustee shall apportion the trust estate remaining 
(but without making any physical segregation or di- 
vision thereof except if and when and to the extent 
required to make distribution therefrom as herein- 
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after provided) into undivided shares or portions as 
follows: 


“One share shall be apportioned upon the prin- 
ciple of representation to each of the then living 
children of the Trustors and then living lawful issue 
of each deceased child. 

es 


“Article XI 


“Tt is a further provision of this trust, that said 
Trustors have reserved, and said Trustee does hereby 
assent to, the express right and power reserved unto 
said Trustors during their joint lives and acting 
jointly, and upon the death of either of them then to 
the survivor acting jointly with two of the Children 
of Trustors, herein named beneficiaries, to revoke in 
whole or in part this trust at any time by notice of 
revocation in writing, addressed and delivered to said 
Trustee and executed by the required parties above 
stated; said notice to be given at least thirty (30) 
days prior to the taking effect of such revocation. 

OK 


“It is an express term and condition of this trust 
that the Trustors have reserved and vested in 


4—FHEstate of Peter Ferry 


themselves jointly during their joint lives, and after 
the death of either of them then unto the surviving 
Trustor and two of the Children of Trustors, here- 
in named beneficiaries, the general and specific right. 
power and option at any time or from time to time 
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during their lives and while this trust is in effect, 
by written instrument executed jointly with said 
Trustee, to change or amend, substitute or add other 
or new provisions to this trust in whole or in part 
in any respects without limitation.” 


The entire income was payable to the trustors jointly 
during their lifetime and upon the death of either the 
entire income is payable to the survivor of the trustors 
during his or her lifetime. Upon the death of the sur- 
viving trustor, the property is to be distributed in equal 
shares among the then living children of the trustors 
and the issue of any deceased child, except that the share 
of any children under the age of 30 years is to be held 
in trust until such child reaches the age of 30 years. The 
trustors reserved the power during their joint lives to 
revoke the trust in whole or in part and after the death 
of one of the trustors, the surviving trustor, acting jointly 
with two of the children, had the power to revoke the 
trust in whole or in part. 


The trustors also reserved the right, acting jointly 
during their joint lives, to change or amend, substitute 
or add other or any provisions to the trust without limi- 
tation, and after the death of one of the trustors such 
right was reserved to the surviving trustor acting jointly 
with two of the children. 


As this trust was created after the effective date of 
the Revenue Act of 1924 and could have been altered. 
amended, or revoked with the consent of the wife, who 
was only one of seven named beneficiaries, the transfer 
comes squarely within the provisions of section 302(d) 
of the Revenue Act of 1926, and the decision of the 
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Supreme Court of the United States in the case of City 
Bank Farmers Trust Company v. Commissioner in the 
Gertrude Feldman James estate. Also, the entire value 
of the trust is includible in the gross estate under the 
provisions of section 803 of the Revenue Act of 1932 
as the decedent retained the right to receive the income 
therefrom for a period not ascertainable without refer- 


ence to his death. 


5—Estate of Peter Ferry 


Tentatively Proposed 
Returned Determined Determination 
Transfers (cont'd): 
Diistevo, 2012 
created April 9, 
1925 0.00 $82,289.16 $82,289.16 


The first paragraph of the trust agreement recites that 
Peter L. Ferry and Catherine B. Ferry, his wife, herein- 
after called the “trustors’’, have deposited with the trus- 
tee certain described property. 


The important provisions of the trust are as follows: 


a2, loeteceive and receipt for all of the imecme 
which may be derived from the corpus of this Trust 
angdeto pay over monthly to Peter L. Ferry and 
Catherine B. Ferry, his wife, Mary Alice Ferry, 
James L. Ferry, Peter L. Ferry, Jr.. Gatherine Helen 
Ferry, John M. Ferry and William F. Ferry, chil- 
dren of Peter L. Ferry and Catherine B. Ferry upon 
their sole and separate receipt. all the income de- 
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rived therefrom, share and share alike, for the re- 
mainder of their natural lives unless: this Trust be 
previously terminated as hereinafter provided. 


2K %K 7K 


“This Declaration of Trust may be revoked, modi- 
fied or amended upon the written order of Peter L. 
Ferry and Catherine B. Ferry, and any three of the 
remaining beneficiaries hereunder.” 


Under date of March 30, 1929, the trust was amended 
to include as a beneficiary a child born after the date 
of the creation of the trust. 


The trust provides that upon the death of the decedent 
and his wife the interest of four of the children in the 
principal is payable to them in installments upon their 
arriving at certain ages, and the interest of the two re- 
maining children is to be held in trust for them for life 
with remainder to their issue. 


6-—Estate of Peter Ferry 


This trust was created after the effective datevormume 
Revenue Act of 1924 and could have been revoked by the 
decedent and his wife with the consent of any three of 
the six children beneficiaries. Accordingly, the transfer 
comes within the provisions of section 302(d) of the 
Revenue Act of 1926. 


Tentatively Proposed 
Returned Determined Determination 


Transfers (cont’d) : 
Trust No. S-5869 
created February 
LO IZ5 0.00 $108,363.36 $108,363.36 
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The first paragraph of the trust agreement recites that 
the trustee has received from Peter L. Ferry and Cath- 


Crimes Be Perry, lis witc, the “trustors , certain property. 
The important provisions of the trust are as follows: 


SIE 


“Tt is an express provision of this trust that there 
has been reserved the right (to which reservation 
the Trustee hereby assents) in the Trustor, Peter L. 
Ferry, to revoke and terminate this trust, in whole 
or in part, at any time during his life, by a notice 
of revocation in writing, signed by him, and ad- 
dressed and delivered to the Trustee at its Trust 
Department at it [its] Head Office, in Los Angeles, 
California, not less than thirty (30) days prior to 
the taking effect of such revocation, providing that 
a majority of the living beneficiaries (including each 
of the Trustors) who at that time are entitled to 
receive income from this trust and who are under no 
disability, shall consent in writing to such revocation. 
On such revocation becoming effective, the trust as 
to the portion of the trust estate to which such no- 
micesmay relate, if it be only in part, or as to the 
entire trust estate, if it be a total revocation, shall 
terminate, and such part of the trust estate or all, as 
the case may be, shall vest in and be conveyed, trans- 
ferred and delivered, discharged of any trust, to the 
Mreiers, i they both are living, and if Peter L. 
Ferry alone of the Trustors be living, then to him. 

* * * 
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oy It. 


“The net income derived from the trust estate, to 
the extent of Three Hundred ($300.00) Dollars per 
year only, shall go and be paid in monthly install- 
ments to Mrs. Mary B. O’Brien, who is the mother 
of the Trustor, Catherine B. Ferry, as long as said 
Mary B. O’Brien shall live. Subject to the payment 
of this amount to Mrs. Mary B. O’Brien (and the 
trust unless revoked shall not terminate prior to 
her death), the net income shall be paid in monthly 
installments as nearly equal as practicable, as fol- 
lows: 


“In equal shares to each of the Trustors and each 
of the lawful children of the Trustors, their present 
children and the dates of their births being as fol- 
lows: (Names of six children follow. )”’ 


The provision for distribution of the principal upon 
the death of the survivor of the trustors is substantially 
the same as provided in the two preceding trusts. 


As the trust was created alter the effective datejon sume 
Revenue Act of 1924 and was subject to revocation by 
the decedent with the consent of his wife and a majority 
of the children, the transfer comes within the provisions 
Of sectioms02(d) of themvevenue Act of 1926, 


Tentatively Proposed 
Returned Determined Determination 


Transfers (cont'd) : 
Trust No. SS-4358 
created October 9, 
1925 0.00 $95,182.02 $95,182.02 
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The trust agreement recites that the property was re- 
Ceived@by thesmusteetiromePeter Lverrywatid! Catlierine 
Berry, hisewife, as “trustors’’. 


8—Estate of Peter Ferry 
The important provisions ot the trust are as follows: 


pv IT. 


“The entire net income derived from said trust 
_ estate and available for distribution hereunder shall 
be paid monthly in equal parts share and share alike 
fOptMesthustOrs eter | Merry, Catherine B. Ferry, 
and: theiteissue, Mary Alice Perry, James L. Ferry, 
Becher chny jt catherine H. Merny ohn M: 
Ferry and William Ferry, for and during the terms 
of their natural lives or of the happening of the 
events hereinafter provided for. 
* * 


wx, 

“Tt is an express condition of this trust that the 
same is hereby made absolute and irrevocable except 
as to the power reserved in the trustor to make 
modifications therein during the lifetime of the trus- 
tor, Peter L. Ferry, such modification or modifica- 
tions to be effective only with the consent of the 
majority of the beneficiaries under this trust. 

“After the death of the trustor, Peter L. Ferry, 
the above power to modify this trust shall cease and 
terminate. 

es 

“It is a further provision of this trust that the 

said trustors have reserved unto themselves and a 
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majority of the beneficiaries, the right, at any time 
upon written notice delivered to the said Trustee, to 
alter and change the terms and conditions of this 
trust as well as the beneficiaries therein named and 
such right shall be effective immediately upon the 
receipt of said Notice by said Trustee except in so 
far as such alteration or changes would affect the 
term of the preceding paragraph hereof making the 
said trust absolute and irrevocable.” 


9—Fstate of Peter Ferry 


The provision for disposition of the principal is sub- 
stantially the same as contained in the other trusts. 


This trust was created after the effective datememarc 
Revenue Act of 1924. The decedent reserved the right 
to make modifications during his life with the consent of 
a majority of the beneficiaries and the decedent reserved 
the right, with the consent of his wife and a majority 
of the beneficiaries, to alter and change the terms and 
conditions of the trust as well as the beneficiaries. This 
transfer comes within the provisions of section 302(d) 
of the Revenue Act of 1926. 


Tentatively Proposed 
Returned Determined Determination 
Vransters cont a) 
Iban ING, W052 
created November 2, 
1925 0.00 $126,604.80 $126,604.80 


The first paragraph of the trust agreement recites that 
the trustee has received the trust property from Peter L. 
Ferry and Catherine B. Ferry, the trustors. 
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The important provisions of the trust are as follows: 


“Fourth: The entire net income derived from 
the Trust Estate and available for distribution here- 
under shall be paid monthly to the Trustors and to 
the survivor of them, during their lives. * * * 

Ok * x . 


“Fifth: It is an express provision of this Trust 
that the same is and shall be absolute and irrevocable 
except that said Trustors have reserved unto them- 
selves and a majority of the Beneficiaries the right at 
any time upon written notice delivered to said Trus- 
tee, to change the time of payment and/or the pro- 
portion of income, and/or the Beneficiaries mentioned 
in Article Four of this Trust, and such change shall 
be effective immediately upon receipt of said written 
notice by said Trustee.” 


10—Estate of Peter Ferry 


The provision for distribution of the principal upon 
the death of the trustors is substantially the same as con- 
tained in the other trusts. 


As the trust was created after the effective date of the 
1924 Act and as the trustors reserved the right with the 
consent of a majority of the beneficiaries, to change the 
beneficiaries and change the proportion of the income 
payable to the beneficiaries, the transfer comes within 
the provisions of section 302(d) of the Act. 


This trust was amended on March 3. 1930, to include 


as a beneficiary the child born on March 17, 1929, 
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Tentatively Proposed 
Returned Determined Determination 
Transters (contd): 
Trust No. 1080 
created July 10, 
1925 0.00 $2,547.74 $2,547.74 


The above item represents a declaration of trust cre- 
ated by Harry G. MacBain to sell certain real estate. On 
July 11, 1925, the decedent purchased a 1/10 interest in 
the trust and took title thereto as joint tenant with his 
wife. The internal revenue agent states on page 13 of 
his report that the decedent transferred his interest in 
the joint tenancy to three of his children as a gift on 
May 28, 1935. The transfer was made 18 days prior 
to decedent’s death when decedent was in the last stages 
of cancer. This transfer may be included only as a trans- 
fer made in contemplation of death. 


Tentatively Proposed 
Returned Determined Determination 
Transfers (cont'd): 
476 shares First 
National Bank of 
0.00 
Glendale 0.00 $5,950.00 aoe 


11—Estate of Peter Ferry 
On December 8, 1934, the decedent transferred +76 
shares of First National Bank stock to his son Peter Leo 
Ferry. The agent’s report contains the following in- 
formation with respect to this transfer: 
“Tt appears from the statements to me by Peter 
Leo Ferry, James L. Ferry and Catherine B. Ferry 
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that this stock was given to the said Peter Leo 
Ferry, by the decedent, out of his block of stock in 
said bank in order to induce him to remain as an 
employee of said bank and not leave the bank as he 
intended to do. The stock was delivered in person 
to said son on the date named above and he at all 
times has had possession of it. The stock has never 
paid a dividend and was transferred of record in 
stock book of said bank at time of gift.” 


The following statement appears under Schedule E of 
EMemRettitm. 


“The donee was employed and is now employed by 
the aforesaid bank and it was therefore given to him 
in order to secure his position and enhance his pros- 
pects for advancement.” 


The decedent’s illness was definitely diagnosed as can- 
cer on Angust 29, 1934. However. irrespective of the 
condition of the decedent’s health, it is believed that the 
estate has overcome the presumption that this small trans- 
fer was made in contemplation of death and it is recom- 
mended that this transfer be excluded from the gross 
estate. 


The decedent was domiciled in the State of California. 
He left surviving a widow and six or seven children. 
Four of the trusts were created in the year 1925 and 
one trust was created in the year 1930. All of the five 
trusts were in existence at date of death. In all five 
of the trust agreements the decedent’s wife was named 
as one of the trustors. However, there was not any prior 
conveyance to the wife of any of the trust property and 
the widow informed the agent that she never inherited 
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any property and did not contribute any property to the 
trusts. In the estate tax return filed by the executrix 
the following statement appears: 


“Tt is further contended that the interest retained 
by Catherine B. Ferry in the trusts hereinbefore 


12—Estate of Peter Ferry 


set forth was not transferred to her by decedent but 
represents the community property acquired by de- 
cedent and Catherine B. Ferry since their marriage. 
* * * That it was necessary, and afhant, Cath- 
erine B. Ferry, did, join in the creating of these 
trusts, hereinbefore set forth and in so creating these 
instruments affiant received only that which was al- 
ready her property pursuant to the laws of the State 
of California.” 


It is contended in the estate's protest, and such con- 
tention was argued at the hearing, that the five trusts 
were made in pursuance of a property settlement agree- 
ment between the decedent and his wife. There has not 
been a scintilla of evidence submitted to substantiate such 
contention. The representatives of the estate give great 
weight to the fact that the wife joined as a trustor in 
all of the trust agreements and urge that she was a 
transferor of one-half of the property. ‘The community 
interest of the wife in California (except as provided in 
section 161(a) of the Civil Code of California, which 
exception is not applicable here) is an expectancy, and 
while it may have been necessary for the wife to join in 
the trust so as to release her expectancy interest in com- 
munity property, such a release and conveyance by the 
wife does not constitute a transfer to the trusts by the 
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wife for an adequate and full consideration in money or 
money’s worth. In Mercantile Trust Company v. Hell- 
Munch District Court of United States for@tire Eastern 
District of Missouri, C. B., June 1924, page 473, it was 
held that the joinder by the wife in a trust created by 
the husband, while an effective release of the wife’s dower 
interest, did not constitute a conveyance by the wife for 
an adequate and full consideration in money or money’s 


worth. 


In Fish v. Commissioner, 27 B. T. A. 1002, affirmed by 
United States Court of Appeals for the District of Co- 
itmaiia, C2) Ba iiine 1925, page 392, a California case, 
involving transfers made by husband and wife jointly, the 
Board of Tax Appeals said: 


“By joining in the conveyance in September 1924 
Mrs. Fish relinquished her right to receive one-half 
of the community property upon the death of Mr. 
Fish, thereby effectively converting the community 
property into the separate property of the husband 
(Paduveris v. Paris, supra) who eo instanti made 
gifts of the same property to Mrs. Fish and their 
children. By 


13—Estate of Peter Ferry 


those gifts Mrs. Fish acquired an interest vesting 
in praesenti, instead of an interest vesting in futuro 
which she theretofore had. Her consent to the gifts 
was not the equivalent of a purchase of one-half of 
the property, but a relinquishment of her interest 1n 
the other half.” 


938 Ethel Strickland Rogan, etc. 


(Defendant’s Exhibit F) 


In affirming the decision of the Board of Tax Appeals 
in the Fish case, the court of appeals said: 

“Exactly what interest a wife has in real estate 
during her husband’s life under that and similar stat- 
utes in California has been much litigated in that 
State, and we find it difficult to ascertain from the 
cases to which we have been referred. 


“From the later cases it appears to be an expec- 
tancy plus, but to what extent plus is not clear * * * 
but whatever else it may be, her community estate 
is certainly a statutory substitute for dower, and, 
consequently, falls within the expressed provisions of 
the taxing act controling this matter. * ~*~ “ iifen 
her signature to such a deed, a wife may—and she 
frequently does—exact a consideration, but there is 
no evidence in this record that Mrs. Fish did so, or 
that either she or her husband intended that her 
signature to the deed to their children should serve as 
a valuable consideration for the deed to herself.” 


Even if it should be shown satisfactorily that the wife 
actually exacted as a valuable consideration for the re- 
lease of her community interest in the property of the 
decedent, the interest received by her as a beneficiary un- 
der the trust, the value of such consideration is not de- 
ductible from the value of the trust property in view 
of the provisions of section 804 of the Revenue Act of 
1932 to the effect that the relinquishment of dower or a 
statutory estate created in lieu of dower, shall not to 
any extent be considered as a consideration in money or 


money’s worth. 
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as follows: 


“A trust can not be revoked by the truster after 
its acceptance, actual or presumed, by the trustee 
and beneficiaries, unless the declaration of trust re- 
serves 


14—FEstate of Peter Ferry 


a power Olwevocation to the truster, and im that case 
the power must be strictly construed.” 


The power reserved by the decedent, with the consent 
and approval of his wife and a majority of the bene- 
ficiaries, to alter, amend or revoke the several trusts, is 
a right that the decedent would not have had under the 


local law if such power had not been specifically reserved. 


It is further contended by the estate that if the decedent 
had obtained the consent of his wife and a majority of 
the beneficiaries and had revoked the trusts, the trust 
property would have then been owned by the decedent 
and wife as tenants in common, in view of the fact that 


the wife was named as one of the trustors. 


Trust No. S-5869 provides that upon revocation the 
trust property “shall vest in and be conveyed, transferred 
and delivered, discharged of any trust, to the trustors, 
feetheveare born living, and if Peter Lo Mem alcnesot 
the trustors be living, then to him.” 


Trust No. 6204 provides “that upon such revocation 
taking effect that said trustors. or the survivor of them, 
shall take and accept the trust estate.” 
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Trust No. SS-4358 and trust No. 1052 could not be 
revoked absolutely but could only be altered or amended 
or the beneficiaries changed. 


Trust No. 2012 did not contain any provision for dis- 
tribution upon revocation during decedent’s lifetime. 


If trusts Nos. 6204 and S-5869 had been revoked dur- 
ing the lifetime of the decedent, the property would have 
probably been owned by the decedent and wife as joint 
tenants as the provision for the property going to the 
survivor of the trustors would preclude the creation of a 
tenancy in common. Trusts Nos. SS-4358 and 1052 could 
not be revoked but could only be altered and amended 
and, therefore, no tenancy in common could result from 
any change. Therefore, as to four of the trusts the es- 
tate’s contention as to the creation of a tenancy in com- 
mon upon revocation, is not well founded. 


15—Estate of Peter Ferry 


Conceding for the sake of argument, but not admitting 
the estate’s contention in this respect, the fact remains 
that the trusts which could have been revoked, were not 
revoked, and the wife did not acquire during decedent’s 
lifetime a one-half vested interest as a tenant in common. 
Furthermore, the right to include the trusts in the gross 
estate does not depend entirely upon the reserved right 
of revocation. The rights reserved to change, alter and 
amend are alone sufficient to include the transfers under 
section 302(d) of the Act. 


The entire amounts of trust No. 6204 and trust No. 
1052 are includible under the provisions of article 15, 
Estate Tax Regulations 80, as amended by Treasury De- 
cision 4729, as these trusts provided that the entire in- 
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come shall be payable to the trustors jointly during their 
lifetime and upon the death of either then to the survivor 


during his or her lifetime. 


Mr. Luce, the attorney representing this estate, admits 
that one-half of all of the trusts is includible in the gross 
estate under the provisions of section 302(d), and as the 
decedent did not reserve more than one-sixth of the in- 
come from the other three trusts, it 1s not necessary to 
determine what portion of the other three trusts is in- 
cludible under the provisions of section 803 of the Revenue 
ecie@i LOSZ, 


uve tiie tHUcts were Cheated aiter the eiicetive date or 
the Revenue Act of 1924 and the decedent reserved the 
power to alter, amend or revoke with the consent of less 
than all of the beneficiaries, the transfers were properly 
included in the gross estate in the 30-day letter, and 


no adjustment is recommended. 


Deductions 
Tentatively Proposed 
Returned Determined Determination 
Funeral expenses $ 611.14) $ 614.11 
Executors’ commis- 
sions 409.38 ) 409.38 
Attorneys’ fees 409.38 ) 500.00 
Miscellaneous admin- ) $9,909.60 
istrationexpense 1,820.27) 1e3Z0)27 


Debts of decedent 10,876.01) 9,876.01 
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In the 30-day letter the deductions allowed for debts 
and charges of the estate were limited to the value of 
the probate assets. Item 1 of schedule I, representing a 
doctor’s bill, is disallowed for the reason that the agent 
advised that this bill was paid by the decedent’s son prior 
to the date of death and no evidence has been submitted 
to show that the son will file a claim for reimbursement. 


Trust No. 6204 authorizes the trustee to pay any as- 
sessments of taxes which may be levied against the trus- 
tors and his or her property, expenses of last illness and 
funeral expenses of the trustors, and other expenses of 
every kind and nature expended or incurred in the man- 
agement and protection of the trust property. 

The largest item of debts is item 14, which represents 
a claim of Frank Diener in the sum of $7,289.59, which 
was filed in the probate court and allowed by the court. 
This claim is made up of a long list of expenses incurred 
by Frank Diener in the operation of a ranch under in- 
structions from the decedent. This ranch is included as 
an asset of trust No. 6204. It is believed that this claim 
is a lien on the trust assets and it is recommended that 
it be allowed as a deduction. If not allowable as a claim 
against the estate it should be considered as a reduction 
in the value of trust No. 6204. 

The estate has paid the entire net tax as tentatively 
determined after allowance of credit for State estate, in- 
heritance, legacy or succession taxes. The evidence in 
support of the credit claimed for such taxes has not yet 
been received. The entire net deficiency has been assessed 
pursuant to the several payments made. Accordingly, if 
the credit is allowed, there will be a small refund due to 
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the allowance of the deductions herein recommended and 
the elimination from the gross estate of the transfer of 
the First National Bank stock. 

Mr. Luce stated that he proposed to contact the rep- 
resentatives of the estate and if they were agreeable to 
the proposition, he would submit by January 1, 1938, an 
offer to settle this case on the following basis: 

(1) Estate to concede inclusion of all of the in- 
insurance. 

(2) Estate to concede inclusion of three-fourths of 
the value of the five trusts. 

(3) The Bureau to concede the allowance of all 
proper deductions. 


17—Estate of Peter Ferry 
Mr. Luce stated that in view of the large amount of 
tax involved he would like to have this case considered 
by the Committee in the event his offer is not acceptable. 
In the opinion of the writer such an offer of settlement, 
if made, should not be accepted. 
The estate’s offer of settlement was received January 7, 
1938. 
Carl Palmer 
Gwrealinern (Gonmence: 
Adjustment Section. 
Approved: 
mn 1. Cisdek 
Asst. Chief, Adjustment Section. 
i Kk Melcher 
ipey Icy ielcher, 
Head, Estate Tax Division. 
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cc Collector 
Agent 


ec Clatde 1. Parker, Aa 
808 Bank of America Bldg. 
Los Angeles, California. 


MT-ET-7738-6th California 
state OL Lever Penny, 
Date of death—June 16, 1935 


Catherine B. Ferry, Executrix, 
3030 N. Chevy @hase, 
Glendale, California. 


Madam: 


Reference is made to the claim on Form 843 filed on 
February 9, 1939, on behalf of the above-named estate 
for the refund of $63,825.77, Federal estate tax paid, 
“or such greater amount as is legally refundable with 
interest.” The claim involves two issues, first, as to 
whether the amount of $32,561.48, representing proceeds 
of insurance payable to beneficiaries other than the estate 
in excess of the $40,000.00 exemption, should be included 
in the gross estate of the decedent; and the other as to 
whether the amount of $610,837.45, representing prop- 
erty transferred prior to the enactment of section 161(a) 
of the California Code, is includible in the gross estate 
to the extent of the entire corpus thereof on the basis of 
the terms of certain trust instruments. 


With respect to the first issue you contend that the 
life insurance policies should not be taxed in full, but 
an allowance should be made of the claimed community 
interest stated to be vested in you. You rely on the case 
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of Lang v. Cominissioner, 304 U. S. 264 (20 A.F.T.R. 
1251) and the case of Elizabeth C. McCoy, Administra- 
tem, 07 BD. L.A... 114. 


The Bureau has considered the cases cited and is of 
the opinion that they are not controlling in this case. It 
appears that all of the policies in this case were taken 
out by the decedent upon his own life. They were the 
usual standard form of policy, giving him legal incidents 
of ownership such as changing the beneficiary, assignment 
and the like. They thus come within the express word- 
ing of Article 25 of Estate Tax Regulations 80. he 
ot the esutrt in the case of Newsnan 4. Conmtisstoner, 55 

No evidence has been submitted showing that any 
part of the premiums was paid out of community funds. 


2—Estate of Peter Ferry 


With respect to the second issue you contend that the 
six trusts are taxable only to the extent of one-half be- 
cause the establishment of the trusts amounted to a prop- 
erty settlement between the decedent and yourself, giving 
you a vested interest therein. 

It appears that the corpus of all six of the trusts was 
acquired by the decedent during coverture prior to the 
enactment of section 161(a) of the California Civil Code 
giving the wife a vested interest in the community. Prior 
to the enactment of this section of the Code, the wife 
had a mere expectancy in the community. The rights of 
the husband were so complete that the husband was the 
owner of the community. U. S. v. Robbins, 269 U.S. 
315, The dact that the wife became aecottistor isethere- 
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fore without significance or effect. She contributed noth- 
ing of her own and her participation was a mere for- 
matity. 

It is contended that the legal effect of these trusts was 
to constitute the wife a tenant in common with her hus- 
band in the corpus thereof. There is nothing to indicate 
that the wife acquired any additional property or property 
rights by becoming a signatory to the trust instru- 

It may be assumed without conceding’ that upon 
revocation of 
ments. , Had any of the trusts been seveked, by the 
by the terms of the instruments 
terms ef the instruments the corpus , would have be- 
come the property of the trustors, in which event an 
estate ef a tenancy in common might have been created. 
However, none of the trusts was revoked during the 
decedent’s lifetime. 


The fact remains that the transfers were made by de- 
cedent after the enactment of the Rev. Act of 1924, and 
the 


Fhe decedent had alse reserved the power, to alter, 
revoke or amend the trusts, with the concurrence of cer- 
(but less than all) 
tain , of the beneficiaries, 
and such power was in existence at the date of 
decedent’s death. The transfer therefor came 
within See, 302(d oie Rey. Act cree 
Ariel este Reetlations fo teas Edities) presides 
that all trusts are subject te tax when the transfer was 
made after the enactment ef the Revenue Act ef +924 
and before the amendment of the subdivisions by the 
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Revente chet of +994 beeame ctHeetives and the decedent's 
death ecetttred at any time sitbsequent te the transfer; 
Seth powcES ot Bo rocdtiod Fosereedd ta Re elec bt a lotic 
Fhe wife contributed nethine te the trusts; She had 
HO i#terest in the trust preperty: ether than the life estate 
the power to alter; amend and revoke the trusts with the 
eornsent ef ethers Havine sibstantial adverse titerests it 
the preperty, \eeerdingh; the property, er eerpus; of 
al sie trusts is inelidible in the ress estate of the deer 
aoe 


3—Estate of Peter Ferry 


On the basis of the foregoing, and since there does not 
appear to be an overpayment of Federal estate tax in this 
case, the claim filed on February 9, 1939, for the refund 
of $63,825.77 is rejected in its entirety. 


Respectfully, 
Guy Vo Helverine, 
Commissioner. 
By 
IDE Se IBS, 


Deputy Commissioner. 


JFH zm 
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Los Angeles, Calif. 
San Francisco, a@aliie 
Washington, D. C. 


CLAUD Eaiee PAR IGER 
Attorney at Law 
937 Munsey Building 
Washington, D. C. 
National 5623 


[Stamped]: Internal Revenue Miscellaneous Tax Unit 
Feb 18 1938. Received Feb 19 1938 Appeals & Review 
Sect. Received Feb. 19 1938 Estate Tax Division 


February 1873 
Elica, De S. Bliss; 


Deputy Commissioner of Internal Revenue, 


Washington, D. C. 


ln feameeiate of Peter Merry, 
MT-ET-7738 6th California. 
Sir: 

On January 7, 1938, the undersigned, in behalf of 
the Estate, submitted an offer of settlement in the above 
matter. On January 22, 1938, your office issued auiemen 
to the executors in my care, stating that the offer of set- 
tlement could not be accepted and proposed a deficiency 
of $26,514.35 in estate tax, indicating however that there 
would be an overassessment of estate tax in the amount 
of $1,796.47 when the proper proof of the payment of 
California State inheritance taxes was submitted. 


Thereafter this proof was submitted and on February 
5, 1938, your office notified me and the Executors that 
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a certificate of overassessnicnt would be issued in due 
course. 
The issue which this office proposed to settle in our 


— 


letter of January 7. 1938, will, in our opinion, by rea- 
son of the law of the State of California, be finally de- 
cided by the Courts or'the Board of Tax Appeals in our 
favor. This question involves the inclusion in the gross 
estate by your office of the entire corpus of several trusts. 
We offered to settle this issue, which was the main issue 
in the case, by agreeing that three-fourths of said corpus 
be included and only one-fourth thereof excluded from the 
gross estate. 

In view of the legal features involved it is requested 
that this matter be considered by your Committee on Ap- 
peal and Review. Also we wish to refer in this matter 
tomtiescase of IdawP, Goodvear, Executtix of the Estate 
Onevy 9, Goodyear, Deceased, €Wmited States, No. 7561- 
C, District Court of the United States for the Southern 
District of California, Central Division. We think that 
the memorandum decision of the Court in that case is 
most helpful in sustaining our position in the instant 
case. 

Therefore, it is requested, as above, that this matter be 
reconsidered by your Committee on Appeal and Review 
and that the undersigned be granted the privilege of a 
conference by that Body. 

Respectfully, 


COA. Enee: 
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February 21a 


MT-DC-ET-7738-6th California 
istaieiot Peter Kerny 
Date of death—June 16, 1935 


[Written]: To Mar. 23-10 A. M. thru G Saas seee 
eer ces Attorney, 


Munsey Building, 
Washington, D. C. 
Sone. 

In compliance with your request. a hearing has been 
tentatively arranged in the above-named case, to be held 
on March 15, 1938, at 10 a. m., in Room 6237, Intemiaiee 
Revenue Building, Twelfth Street and Constitution Ave- 
nue, Northwest, Washington, D. C. Any objection to this 
date should be made within ten days after the receipt of 
this notice. In the absence of objection, the tentative 
date will be deemed agreeable to you and the hearing 
scheduled accordingly. Should the executor, either in 
person or by his duly authorized attorney or agent, fail 
to appear on the date scheduled, the case will be disposed 


of on the record. 


It is the policy of the Bureau to close all estate tax 
cases within one year from the date the return is filed. 
Accordingly, executors or their representatives granted a 


hearing should endeavor to conform to the Bureau’s 
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schedule. It is customary to grant but one hearing in 
each case. After a hearing is scheduled, no postpone- 
ment will be granted except in cases of unavoidable neces- 
sity. All evidence must be filed at least five days prior 
to the hearing. Additional time will be allowed in which 
to file supplemental briefs or additional evidence only in 
respect to an issue that could not reasonably have been 
anticipated prior to the hearing. 


Attorneys and agents representing clients before the 
Bureau must be enrolled to practice before the Treasury 
Department, file a power of attorney and otherwise con- 
form to the requirements of Department Circular 230 
(Revised September 15, 1936). 


In order that the work of the Bureau may proceed un- 
interruptedly, the schedule of its work must be conformed 
to with a minimum of variation therefrom. To this end 
the cooperation of taxpayers and their representatives is 


urgently solicited. 
Respectfully, 


(Signed) OD. S. Bliss 
Dy Sa Bliss, 


Deputy Commissioner. 


AGF 
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Claude I. Parker © Telephone 
Ralph W. Smith MIchigan 1451 


Washington, D. C. Office 
937 Munsey Building 
PARKER AND SMITH 
Attorneys and Counselors at Law 
8th Floor Bank of America Building 
650 South Spring Street 
Los Angeles 
January 12, 1940. 
In Reply Reterare 
J. Everett” Siang 
Exhibit A? Estatesoiemecrer L. Merny 
Dist-6th Calif. Date of death 6-16-35 


Mr. Nat Eddy 
Internal Revenue Agent 
12th Floor U. S. Post Office and Court House Bldg. 
Los Angeles, California. 

In re: Ectateor Peter a ieng, 
Dear Mr. Eddy: 

Confirming our conversation of today, I will have in 
your hands on or before January 26, 1940, the data neces- 
sary to support the claim that a portion of the premiums 
paid on the insurance policies listed in the Federal estate 
tax return filed herein were paid out of community prop- 
erty of Mr. and Mrs. Ferry, acquired after June, 1927. 
Sincerely yours, 

PARKER AND eSMitt 
By J. Everett Blum 
Wpale. ay 
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oP eNEN OF PRORE ST 
VW KESPECT f©@ 


DERICIENCGY CLAIMED IN FEBERAIL ESTATE 
PeeENOMrOsED TORE ASSES SeiDeGAINS! 
Cet iia D SRERRY, EXMBCUIRRIX OF 
Des GEOP PETER FERRY HO DE- 
GEASS kD ONE SiG, 1935; AND 


STAMP NiOr PROTEST 
Cra hit ee 6 ie SP kOPOSEDACrION ON 
CEI FOR SREP UND PILED RBY  bxeCuU- 
(VCORE ArORBSAID ES EAE, 


[Stamped]: Received Apr 4 1940 Internal Revenue 
Agent in Charge Los Angeles Division 


Los Angeles, California, 
April 5, 1940. 


HoneGuy I. Eelvering, 
Commissioner of Internal Revenue, 
Washington, D. C., 


Through the Office of the Internal Revenue Agent 
in Charge, 
Los Angeles, California. 

hee 

Receipt is acknowledged of your letter bearing date 
February 20, 1940, carrying symbols MT-ET, bearing sig- 
nature of George D. Martin, Internal Revenue Agent in 
Charge, which letter authorizes taxpayer, if dissatisfied 
with the tentative decision of the Commissioner of In- 
ternal Revenue therein made, to file within a period of 
thirty days her protest. 
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Receipt is also acknowledged of your letter bearing 
symbols above given, in which the time for filing said pro- 
test is extended for a period of fifteen days or, to wit, 
until the 5th day of April, 1940. 


Protestant expresses her appreciation for the privilege 
of being permitted to register her dissatisfaction with the 
proposed determination of the Commissioner and for the 
extension granted within which to file this protest. 


Protestant is dissatisfied with the proposed determina- 
tion and assigns errors specifically as follows: 


First: That the Commissioner has erred in increasing 


the gross estate by including therein certain trusts spe- 
cifically set out in the Commissioner’s letter of August 4, 
1937. 


Second: That the Commissioner erred in increasing 


valuations of items of insurance as set out in his said let- 
ter of August 4, 1937. 


Third: That the Commissioner erred in refusing to al- 
low the full amount of deductions shown in the Federal 
Estate Tax Return filed and in allowing only the amount 
of deductions to the extent of the value of the probate 
estate, 


That with respect to “First” and “Third” all of the 
statements contained in protest dated October 29, 1937, 
and heretofore filed, protesting the determinations made in 
your letter of August 4, 1937, together with all of the al- 
legations contained in claim for refund executed and dated 
on or about February 10, 1939, and filed on or about 
February 20, 1939, are herein realleged and incorporated 
as though fully set forth herein and thereby made a part 
hereof. . 
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That in addition, your protestant refers to the case of 
Hill, 24 B.T.A. 1144, and the decisions of the California 
Courts therein cited. 


That with respect to the second error herein assigned 
your petitioner alleges that the premiums paid for the.in- 
surance policies included in decedent’s Federal Estate Tax 
Return and set forth in your letter of August 4, 1937, 
were paid for out of the community income of decedent 
and his wife acquired from and after July 29, 1927, and 
from the separate property of decedent and from the sepa- 
rate property of decedent’s wife. That in that connection 
the facts are: 


Decedent owned and operated a business known as 
Peter L. Ferry, which business carried on a street paving 
enterprise. That Peter L. Ferry carried on said business as 
the sole proprietor and as an individual. That the total value 
of all assets of the business on February 29, 1927 was not 
in excess of $25,000.00. That the physical assets of the 
business play a very minor part in the income produced by 
said business and received by said decedent. That the 
major factor in producing income from said business was 
the experience in said business of Peter L. Ferry, his con- 
tacts in getting the business, and his ability to carry out 
the contracts, his reputation in the business and his per- 
sonal skill. 


That all of the income derived by said Peter L. Ferry 
from the street paving and contracting business should be 
assigned to his personal services and none thereof to the 
physical assets of the business. 


The said Peter L. Ferry and his wife carried a joint 
bank account at all times herein material, into which were 
deposited the comimunity earnings of Peter L. Ferry and 
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his wife, the separate earnings of his wife, and his own 
separate income. That from said joint bank account were 
paid all of the bills of decedent and his wife. That the 
amount of money in said bank account on August 1, 1927 
was $5,650.23. 


That for the year 1928 Mrs. Peter L. Ferry filed a 
separate income tax return showing thereon income of 
$22,474.71. That Peter L. Ferry filed a separate income 


tax return for the year 1928 showing income thereon of 
$31,068.38. 


For the year 1929 Mrs. Peter L. Ferry filed separate 
income tax return, showing income of $7,408.55, and Peter 
L. Ferry filed separate income tax return for said year 
showing income of $11,755.11. 


That for the year 1930 Mrs. Peter L. Ferry filed sepa- 
rate income tax return showing income of $10,388.50, and 
Peter L. Ferry filed separate income tax return for said 
year, showing income of $10,422.12. 


For the year 1931 Mrs. Peter L. Ferry filed separate 
income tax return showing income of $6,167.30, and Peter 
L. Ferry filed separate income tax return showing income 


of $78.95. | 


For the year 1932 Mrs. Peter L. Ferry filed sepamate 
income tax return showing income of $5,618.63, and for 


said year Peter L. Ferry filed separate income tax @resuae 
showing loss of $219.15, 


For the year 1933 Mrs. Peter L. Ferry filed separate 
income tax return showing a loss of $709.03, and Peter L. 
Ferry filed separate income tax return for said year show- 


ing income of $2,026.40. 
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Poreure vear most rcter L. Ferryveand irs, Peter L. 
Ferry filed a joint return showing a loss of $24,702.20. 


For the year 1935 separate returns were filed by Mrs. 
feel, KerryamdePeter L. Ferry. ‘Bhatthe return of 
Peter L. Ferry showed a loss of $32,714.90. That the 
Copveor tie retitm of Mrs. Peter L. Ferry for the year 
1935 has not been located, although diligent search has 
been made therefor, and the figures thereon can not at 
this time, therefore, be given. 


That during the time in which the Commissioner of In- 
ternal Revenue would not allow a division of California 
community income to be divided between a husband and 
wife, decedent included in his return all of the community 
income. However, from records of said decedent, pro- 
testant is informed and believes and therefore alleges that 
decedent filed claims for refund with respect thereto, but 
decedent has no information upon which to base an allega- 
tion as to the outcome thereof and therefore respectfully 
directs your attention to the records of the Commissioner 
of Internal Revenue with respect to the action taken by 
the Commissioner on said claim or claims for refund. 
Protestant assumes that copies of decedent’s and Mrs. 
Herr lL. Fermy so imeome tax returns are available to the 
examining officer, but will be glad to show taxpayer's re- 
tained copies of the income tax returns referred to herein 
to the examining officer. 


Premiums were paid on the insurance policies from the 
bank account of decedent and his wife in the American 
National Bank of Glendale. California, and the First Na- 
tional Bank of Glendale. That your protestant will furnish 
to the examining officer a statement of the payment of 
premiums on each of the insurance policies upon his re- 
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quest, showing payment of premiums from and after July 
29, 1927 to the date of decedent’s death. 


From the foregoing, your protestant alleges that a sum 
greatly in excess of the amount claimed in the Federal 
Estate Tax Return should be excluded from the gross 
amount of insurance payable by reason of the death of 
said decedent. That your protestant is desirous of coop- 
erating fully with your office and will attempt to furnish 
such additional information as your examining officer may 


deem necessary, in so far as her ability will provide. 


In conclusion, your protestant submits that only one- 
half of the corpus of the said trusts should have been in- 
cluded in decedent’s gross estate; that a sum greatly in 
excess of that claimed in the Federal Estate Tax Return 
should have been excluded from the insurance payable by 
reason of decedent’s death; that the deductions taken by 
the estate of decedent should have been allowed in full and 
should not have been limited to the amount of debts and 


deductions payable out of said probate estate. 


Protestant assumes that with the additional certificate 
showing the total amount of inheritance tax paid or pay- 
able to the State of California, that the alleged deficiency 
shown in your letter of February 20, 1940 will be elimi- 
nated. 


From the foregoing, therefore, it is urgently requested 
that reconsideration be made by your office with respect to 
the proposed determinations incorporated in your letter of 
August 4, 1937, and the proposed determinations reported 
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in your letter of February 20, 1940, and that a statement 
of protest of protestant dated October 29, 1937, and the 
claim for refund heretofore filed herein, and this protest 
be given your deep consideration and that upon such re- 
consideration in the light of the foregoing, protestant’s 


claim be allowed. 
Protestant desires an oral hearing. 
Respectfully submitted, 
CAGE RIN Bone RR YY, 
Catherine B. Ferry 


Executrix of the Estate of Peter Ferry, Deceased. 


Claude I. Parker 
CLAUDE T, PARKER 


Ralph W. Smith 
ie eP W. SiH 


Pee verett Blum 
IPE VERETT BRUM 


808 Bank of America Building, 
Los Angeles, California, 


Attorneys for Executrix of said Estate. 


Of Counsel: 

L. A. Luce 

iek. wes 

937 Munsey Building, 
Washington, D. C. 
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State of California 
County of Los Angeles—ss. 


Catherine B. Ferry, being first duly sworn, deposes and 
says: that she is the duly appointed, qualified and acting 
Executrix of the Estate of Peter L. Ferry, deceased, and 
is the taxpayer named in the foregoing Statement of Pro- 
test and that she has read the said protest and knows the 
contents thereof; and that the same is true of her own 
knowledge, except as to the matters which are therein 
stated upon her information and belief, and as to those 
natters that she believes it to be true. 


Catherine B. Ferry. 


Subscribed and sworn to before me this 5th day of 
April, 1940. 
Verna Frantz 
Notary Public in and for the County of 
Los Angeles, State oi Calitonmar 


CERTIFICATE 


I hereby certify that the foregoing protest was prepared 
by me for and on behalf of taxpayer; that the facts re- 
cited in said protest are the exact facts as given to me by 
the taxpayer and to the best of my knowledge and belief 
are true and correct. . 


Dated at Los Angeles, California, this 5th day of April, 
1940. 
J. Everett) Blum 
With CLAUDE I. PARKER air 
RALPH W. SMITH 
808 Bank of America Building, 
Los Angeles. California. 
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Los Angeles, California 
May 27, 1940 


{|Stamped]: Received May 28 1940 Internal Revenue 
Agent in Charge Los Angeles Division 


Internal Revenue Agent in Charge, 


Los Angeles, California. 


iipieweatateron Peter Perry 
Name of taxpayer 


808 Bank of America Bldg. 
Address of taxpayer 


MT-ET-6th Calif. 


In the absence of an agreement with your office as to 
my tax liability, it is requested that the above case be re- 
ferred for a hearing before the Los Angeles office of the 
Pacific Division of the Technical Staff. It is understood 
that the Technical Staff will not consider substantial is- 
sues or important evidence which have not been previously 


presented to your office. 
J. Everett Blum 
Signature (taxpayer or enrolled attorney) 


808 Bank of America Bldg. 
Address (taxpayer or enrolled attorney) 
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Estate Tax Recharge Slip 


Estate of Ferry 
District sot 6 «Cal 
File No. 7738 


Date 9-10 


Recharge 
From FB To Tech Staft 


for post review 


131M 

MT-ET-7738-6th California 
iictateron b cten lM enry 

Date of Death—June 16, 1935 


Sep 11 1940 


Memorandum for: 
Mr. A. R. Marrs, 
Head, Technical Staff. 


The administrative file of the above-named estate is for- 
warded herewith for post review. When the review is 


completed, please return the file to this office. 


(Signed) D2 S Bliss 


D. S.. Bliss 
Deputy Commissioner. 


Incl. 13091 
FB 
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MT-ET-7738-6th California 
Estate of Peter Ferry 
Date of Death—June 16, 1935 


Sep 11 1940 


Memorandum for: 
Mr. A. R. Marrs, 
Head, Technical Staff. 


The administrative file of the above-named estate is 
forwarded herewith for post review. When the review is 
completed, please return the file to this office. 


Dp: S. Bliss 
DS. Bliss. 


Deputy Commissioner. 


Incl. 13091 


[ Stamped]: Received Sep 11 1940 Technical Staff 
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Attention: F GW 


Kindly value trusts under Schedule E in accordance with 
the attached appraisal of Preston H. Leslie and return the 
case to 


GCW 
Valued 7-12-37 
FGW 
even. Herny 
T. Gace Co. Trust S-1030 
As at June 16, 1935 
Cash O01 
Real Estate 
Tract 6699 
20 $550.00 
er 450.00 
eeZZ 450.00 
8) 450.00 
L 24 450.00 
175) 450.00 
L 26 450.00 
Le27 450.00 
Lees 450.00 
Ib 49) 450.00 
L, 30 450.00 


L 3l . 450.00 
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15682 450.00 
lees 3 450.00 
L 34 1400.00 
L385 400.00 
E36 400.00 
Ibr63 600.00 
L 64 500.00 
IE tek) 375.00 
L 66 400.00 
I, ey? 200.00 
L 68 125.00 
16 G9 250.00 
L 70 400.00 
Ike i 500.00 
10.9 Ac. — as per desc. . 15000.00 
Total $26950.01 


——— os 
ae 


All property clear 
Interest of decedent and 
Catherine D. Ferry — as J/T (10%) $2695.00 


Statement of Assets in Trust S-1080 
As of June 16, 1935, Date of Death of Peter’ L. Ferry 


Moe 0-2 1 -22-25-24-25-20-2/-28-29- 30 ole 3229 5-34 -30-30- 
66264-05-06-07-68-69-/0-/1 All in Weaet G60 — 
Unsold 
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10.90 acs (Ex of R/W’s) Com. at SW corner of Tract 
6699, Th NW to most West corner said Tract, Th S 89° 
50’°40” E to W line of Exchange St., Th N 284.77’ Th 
S 66° 45’ W 310.25’ Th N 23° 15’ W 185°) Ties 
45’ W to E line of Griffith Park, Th S E along sagan 
to SW corner West Glendale, Th E 436.62’ to beginning. 


Summary 
Cash on hand — Principal BS Geass 
Cash on hand — Income ae ae 
Total Cash aS Sere 
Secured Promissory Notes FOR Fast 
Participation Certificates te a0 
Street Improvement Bonds “Sache 
Total Assets held at June 16, 1935 ieee ede 
Interest accrued to June 16, 1935 as 
Total SES) 


Total $126,628.85 


vi r = t va lad = 
th : 
oetbe / Z 
= ( PEPER L. PERRY ABD CATHEAIRE B, FERRY 


ASSETS HLLD »Y TITLE GUARANTEE AND TRUST COWZANY 
TRUSTEE UNDER THUST P-1052 
June 16, 1935 


— 
Zoot CASH - Principal 
Income 


Total Cash 
SECURED PROMISSORY AOTES 


Rote dated June 15, 1934 for $2,500.CO made vy 
walter M. barley, Jr. and tlvira Barley, due 

June 15, 1937 with interest at 6,6 paynble $20.0CC 
including principal and interest on the 15th day 
of each month. Said note is secured by a Trust 
Deed dated June 15, 1934, recorded in sook 12850, 
Pare 305 of Official Records and covering the 
seuth 50* of the Neat 157.62' of Lot 139, Roesiona 
Aeres Plat Wo. 2, @s recorded in Book 11, Page 
90 of Zaps, in the office of tre County secorder, 
County of Los Anzeles, California 


rr 


Balance due on vrincipal 
Accrued interest 6/15 to 6/16/35 = 6, 


* Note dated February 15, 1984 for 73,500.00 made 

ie by “ary 2. bradford and S. Case sradford, due 
February 15, 1937 witn interest until maturity 

at 7, payable quarterly; principal puyuble ,000.ubl 
Hepruamy 15, 19SS and SSG. Said no-@ is secures 
by a Trust Deed dated vebruary 14, 1934, recorded 
in soOk 12673, Page 7 of Oificial Records and 
covering a portion of Lots 4 and 5 of the Lardicon 
"paée® as per map recorded ir Book 7, Page 170 of 
Maps in the office of the County Necorder of Los 
Anzeles County, State of California 


f 


Balance due on principal . 
acorued interest 5/15 to 6/16/35 . 7% 


a a Note dated July 1, 1932 for $1,600.00 made by 

Lou Ellen Callahan and Lee Callahan, due July l, 
1935 with interest until maturity at 7. payable 
quarterly. Said note is secured by a Trust veed 

E dated July 1, 1932, recorded in Book 11756, Tage 
13 of Official Records and covering Lot 260 of 
Tract lio. 1615, as per-map reoorded in Look 20, 
Page 104 of “Maps in the office of the County 
Reoorder of Los angeles County, State of Valifornia 


Balance Yue on principal : 
Accrued interest 4/1 to 6/16/35 — 7 


prerese S 


= 
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J@ “hon Fl Ub aS ae 
o -,rac€ &. lolt#tote 

i iPicemst gt Ge games |: 
7. =e pd. Lilet om G 
lw The bP vec, BoMue. BHM note is Pecunia 


mOve igure yovebber 21, !¢ 
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oderier ¢. Deiaee's ef “aggarct Demacr? ut 
Jecenver We Vee Riser ie weet uneil hater roe Ae 
6he ayo a Sri. Rilke note if weet Wy 
a SPiet Bed dat®d Onc te? 1, IW, reeontec in 
Seok 1240. Page Te! steoTTicial gecvles 460 cov- 
Crive Dot 14, €rW@ct Bo. UR4 aS pe: Sap resoneea 
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Unpaiw selance } 
accrued interest 6/1 to 0/16 — 64, 


res 


He 


Note dated January 1, 1931 for $1,095.21 made by 
Jack Emmott and Annie Emmott with interest at 7% 
payable $15.00 including principal and interest 
on the l5th day of each month. Said note is 
secured by a Trust Deed recorded in Book 10514, 
Pa-e 305 of Official Records and covering Lot 

198 of the Durley Park Tract as per map reoorded 
in sook 20, Pages 94 and 95 of “Mapa in the offioe 
of the County Recorder of Los anzolea County 


Balance due on principal 
aAgerued interest 5/15 to 6/16/35 « 7% 


iote dited dvuly 6, 1952 for ,1,800.00 sade by 
“illiam GC. Goets and sae vn. Coetz due July &, 
1935 with interest until maturity sat 7» payuble 
quarterly. said note is Secured by @ Trust 
Deed dated July &, 1932 recorded in hook 11609, 
Pese 157 oF Jiticifl Récortie end covering Lots 
ol @ad 22, Sloek 1, Tomct +o. 2607 a6 yer map 
recorded in coox 47, Puse 44 of Maps in the 
offict of ta® County Reworier of Loe angeles; 
Valiforniu 


Balance due on principal 
Accrued interust 4/o to 6/16/63 The 


Bole GACed BAR 5, Leee for 92,800.09 wate vy 
mA w. neleteud Qos ELC B. VElg~tsd due 

way ©, 1955 With intePest 45 7 payable quarterly. 
omiu note is sevuret by a Trust Deed dated May 5, 
Ivs2, recorded in Fook 11673, Page 109 of Official 
Records and covering Lot 44, Truct 395 aa per map 
recorted in Book 14, Frawe 1°24 of Kapa in the office 
of th@.County Recorudbr oc Los Arvtles, California 


Bikinece due 6n principal 
acerved interest v/pd to 6/16/35 & 70 


hote dated May 9, 1922 for }500.00 made by William 
E. Halavéaé afc issie VW. halstéaa Gué May %, LOH5 
with interest at 7). payaule quértterly. Said note 
is Securec ty 4 Trpast Deed dated Hay ©, 1052, re- 
corded in Book 11674, Pave 109 of Official Recorts 
and covefinzs Lot 44, Tract No. 392 as per map 
recorded in sook 14, Puye 154 of xaps in tne 
office cf the County Recorder of Low Angeles, 
California é 


Balance due on principal 
accrued interest 5f5 to 6/16/35 u 7% 


/é 


Note dated January 1, 143] for {1,725.17 made by 
Sagis 5. Selby ani sertiude 1, Selby with inter- 
est ut 70 payable .24.00 including principal and 
interest on the first day of each wonth. Said 
note was later assumed ty bertha Hanford and is 
secured by a Trust ~ted dated January 1, 1931, 
recordec in book 10500, Pase 241 of Official 
Records and covtrime Lot 10, Serra Vista annex 
me per Map reeerded in Sook 7, Pie 181 of aps 
i the eilice of Uwe Ccunty RNecoréer of Los 
Aneebe@®; California 


Balance due on yrineipal 1,26 
accrued intérest 6/1 to v/10/38 < 7h 


Nove dated Pebruary lz, 1954 Zor $2,400.00 meade 
ey (oe2 Eensy due cebruary i, 1937 with interest 
a0 “ pevacle @/75.00 inclucin; principal ard in- 
Gomes 8 the Doth Gay of each Month. Said Note 
Mey securca by & Truse Deed duted February bo, 1934, 
mecorcen inwloon b2571,, Page 75 of Officlal Recoms 
Covering Lot 24, Block 12, Pelisacges Sheet ko. ¢, 
me Per MA> Tecor:icd in ‘Sook 20, Fage 142 os “avs 
da Gis crgice of wee Commty Recorder cf Los Aspeles, 
Galicztornia 

pal@res due eon. prir 36 

& 


ivul at 
acerued Irterest o) 


to 6/16/35 @ 7p 


mere waved Jume cO, 1952 for @1%,000.00%aade by 
Demrn¢€ Pest, due Jurnc 20, 1905 vitn int®rest ot 7% 
Bepoule WW .afcerliy. “Waid mot: if sPoureé uy & 

Poe Ween Gmycn vuré 2C, 19T2, récorééd ian Sook 
mec2o ewe 71 of Uiticial Recomme Ene covering 
POeeel lock G, wilsnire Bavd. Hei€rts ‘'ract, aa 
Bee imap roeorted im cook 6, irae 47 of “taps, in the 
Omecc of the County Nccorter of Los Atgcius, 

Cali tomate . 


Said note is further secured by a Chattel Vlortea ce 
covering certain pe-sonal pro-ert,, Guted cune 2a, 
1962 ama recorded June 2%, 1952 in vouk 11000, 
Page 306 of Oificial Be@erus in toe Coumty of Los 
Anzelet, California 


Unpaid balance 16,00 


accrued interest paid av time of ,;urcnase 


accrued intereat on $16,000. 3/20 to 
6/16/35 4 77 26 


Note dated october 1, 14 ror .10,0060.96 nade 

by Dean fMoover and Anne Hoover duce Octover 1, 1937 
With interest @t 6® pPayatle .warterl;, together 
ite a~rindehal payment of $600.00 on October 1, 1935 
and October 1, 1966. Gaid note is secured by a 
Trust Deed datcd October 1, 1934, recorded in Look 
Li h, rige 1.09 of Jiiicial Records @md ceverigy 
Low 29, Section 17 of Subdivision No. 1 of the 
property ot the Porter Land and Water Company as 
per Map rtcorded in Book 351, Page 5 @t seq. of 
Miscelleneous Records of Los Amceles County, . State 
of California 


Unvald »elance ' 10,0 
ecrued interest 4/1 to 6/16/35 & 6% ‘i 


é 


Roto dated Januwry 26, 1935 for $5,780.00 wade by 
Csowmell &. hudson and Wargartt Louise hudeon tue 
January 26, 1958, with interest at of payable qudrter- 
ty. “omid note ic securcd by @ frust Deed dated 
Januesy 26, LOSS brd recorteéi June.o, 1955 cavening 
bots lwwrd 14,'£lock 2, trpct Ro. 135) in tke City 

O; Santa Wonica, Count; of Los Angeles, State of 

Gel igorniu a6 ptr emy -.corcea i* Book 18] Fage 116 

Of Mics in vine off ¥ce oF tne Younty Kecoracr Gf caid 
County. 


galemeo due on orine inal og 7 
acerucd interest 4/26 to 6/16/35 . 6, 


/ 


Rote de#ed July 10, 1934 for F2,000.00 made by 
Carita Cope Kerr due July 10, 1937 with interests at 
7% payable quarterly. Cid note is secured by a 
Trust beead duted July 10, 19234, recorded in woo00k 
16251, Mee 71 cr Official hecorads @nd ceverizg tie 
followins: 

PARCEL 1 Lot 117, Tract Ko. 2024, City of San 
Fernando aS per «aap recorcead in ook 
2b, Pages 36 and 37 of Heaps in the 
Oftice of the County Recorder of Los 
Angeles, California. 


BROCE & Lets 27 ard 28, Vract No. 6432, City 
of Los Angéles 25 ‘per map recoraed in 
book 74, Pase 63 of Maps in the office 
of tne County Recorier of Los Angeles, 
California 


Unpaid balance ; 2,0 
Accrued interest +/10/ to 6/16/35 3 7) | 


ls 


in 


Note dated Ootober 15, 1932 for $3,000.00 made by 
Micha-l Kraus amd Francos Araus due Uctober Lo, 

1945 with interest at 75 payable quarterly. Said 
note ‘@ secured by a Trust Deed dated Iotober PO 
Pee eeuraed in Jook 11837, Pease 273 of Official 
tee tic und coverin: the East % of the x. W. 4 of 
tie 5. 2 Of She BUWee of Section 36, Tip. 2 Korth 
Range 1d west S.5.5.M. in the County of Los angeles, 
Caiifornia. 


Unpaid b@lance 
Reerued interest «+/15 to 6/16/35 © 5% 


Mote duisd March 86, 1934 for 91,900.00 made oy 
Cine... Little G@we @aren 29, 1967 Sith .imterest at 
7@ pagsole cuarterly. said note is secured by 4 rust 
veed dated #areh 28, 198, reeomded ix Book 12723, 

eee %7 of Ursicial aecords aad cov@ring Bot 2° of 
gem@oa 715008 Tract as ger “ay recordea in seok 3, Page 
LO@ Of ws GM RE OTD ice af the County Seoorder of 
Loe Ale, Calizornin. 


unpaid bhlence 
hechuca interees 4/29 to 6/16/35 « 7 


Pom €e 2s Sroeeguer ©, P28 foe 009.00 wmpbe iv, 
PCr’ 8ciso wai aege 1. Rogers uc Sepitweber 2, 1057 
Pie :7eereet £8 75 payee enetterl,, weetner With 
a Fo 10 etter, lfiriggeimel ateeach intertet way- 
wot HELD. Sed mote Be Abosied Oy & Prust sae 
Cae “eksebtr , Lee, PRGoredG if. Mook 1G71, 
ewe Of Se ikl Bch res PR coe es OE Lot a, 
SLbee. */ OF the Bermosh Senter Tehct re cowmeesr ir 
=) - SP aeee 2 _ aee 2o ol Pos Ne Jone Se ree uf ure 
Coy, MLoreer ot Los Rees, CULL CoP.im . 


Uaeole Usisaece ; 
Roc ™ie® (tg reg) c/2 to 6/16/88 a 


Moule CSee% Yiewwiry 1. , 1982 for ¥1,c6@.00 Mads & 
Mitte 8: Geartvia Gee leeane @., wartin vue ca 2, 
L@3e Pith igterest at 7h vayable @uktttrly commvize- 
ie Beer ES, Weer. Sail Gow iece@enred by a Baier 
pew BStel Icomry 17, 1982, recoried ma Sook likes, 
Paee 24) 3s? Oitici4i Retoras Sell cov @rifm the Rly 20' 
or Slo¢k BA, Jrm#ct Mo. 3764 45 per aap mecorcee in 
POG ee, “pre 55 of we Ih Ure oBflice oF the Vounty 
wecorder <7 uos Aup@hes, California. ; 
Jr d Salance 

scommd pees Lfee te C/4Aecl eee 


we 


6 dant 


a 


rc 


ww * 


Va 


24 Note dated June 1, 1932 for 91,500.00 due June 1, 


1935 with interest at 7% payable quarterly, and 
note dated June 1, 1932 for (500.00 with interest 
at 7 pay-ctle monthly plus 30.00 on principal; 
both made by Joseph “endlen and Rebecca “endlen. 


‘Said notes are secured by a Trust Deed dated 


dune 1, 1932, recorded in sook 11548, Page 247 of 
Official Records and coverin; Lot 22, Block "A' 
Strong and Dickinson's Central Park Tract as per 
map reoordied in Kook 6, Page 81 of Maps in the 
office of the County Recorder of the County of 
Los angeles, California. 


Balance due or principal } 
accrued interest 3/15 to 6/16/35 ~ 7/ 


Note dated January 22, 1932 for $8,000.00 made by 
Charles A. Page and Marietta A. Page aue 7400.00 
on or before Junuary 22, 1934 and the balance on 
or before January 22, 1935 with interest at .7,0 
payable quarterly. ‘Said note is secured dy 4 
Trust Deed dated January 22, 1952, recorded in 
Book 11521, Page 327 of Official secords am cover- 
ing Lot 1 of Tract iio. S072 as per map recorded in 
book 98, Fages 14 ami 15 of Maps in the office of 
the County Recorder of the County of Los Angeles, 
Califormia. 


Balance due on principal 
acerued interest 1/24 to 5/16/25 & 7; 


Note dated February LE, 1935 for ;4,500.00 made 

by Ella-it. Fann with interest at 6% payable quirter- 
ly for one year and thereafter principal and intervust 
payable in installments of [50.00 or more on tne 

15th Gey of Guch month beginning on the loth day of 
March 1936 and continuing until January 15, 1938, at 
which date the entire unpaid balance of principal am 
interest shall be due ard payable. Said note is 
secured oy a Trust Deed dated February 15, 1435, 
recorded in Book 13309, Page 85 of Official kecords 
and covering Lot 18, Hlock "B", Wilshire Blvd. Heights 
Tract ag per map recorded in Zook 6, Fage 47 of ‘apa 
in the office of the County Recorder of the County of 
Los Angeles, California. ~ 


Balance due on principal . 
Acerued interest 1/1 to 6/16/35 s 6p 


ne 


./--2 7 Hote Gated way 24, 1933 for $3,000.00 made dy 
William %. Robinson and Irene Bb. Robinson with 
interest at 6% payable quarterly, and principal 
payaple £500.00 on or before May 24, 1934, and 
balance of principal and interest due on or be- 
fore ‘ay 24, 1935. Said note is secured by a 
Trust Deed dated ‘lay 23, 1933, recorded in sook 
12049, Page 379 of OIffielal Records and covering 
the Nly 40' of the Sly 60' of Lot 340 of Tract 
No. 4416 as per map reoorded in Book 48, Page 81 
of ifaps in the office of the County Recorder of 
the County of Los An-eles, California. 


Balanee due on principel 
accrued interest 5/24 to 6/16/35 « 6% 


é Tote dated aucust 15, 1932 for $2,750.00 made by 
Peter Rudnitsky with intcreet at 7% -er annum, 
peincipal and interest payatle in installments of 
v2.00 or more on the 5th dey of each month until 
paid. Said note is secured by a Trust Deed dated 
Awust 15, 1922, recorded in Book 11707, Page 151 
of Urficial kecords ard covering Lot 2 of Frefmont 
Heishts tract being e eutdivision of a portion of 
Lots 3 and 4 in Block 75 of Hancook's Survey as per 
map recorded i: Sook 5, Pave 109 of taps in the 
office of the Vounty Recorder of the County of 
Los Angeles, California. 


salance due on principal ; 
acoruea interest 5/5 to 6/16/35 wu 77% 
(less 79.81 puid on account) 


49 tote dated Nay lb, 1935 for §5,000.00 made by 
Kate E. Shivers with interest at 6%, principal 
and interest payable in installiacnts of ,50.00 
or more on the 15th day of each month until 
april 15, L9S5U, the entire balanée of vrineipal 
and intereat being due on way 15, 1938. Said note 
is secured by a trust Deed dated “ay 10, 1930, 
recorded in sook 146440, Page 177 of Official Records 
and covering Lot 12 of srotnerton Place Tract as 
per map reoorded in Book 7, Page 176 of Mups in the 
office of the County fiecorder of the County of 
Los Angeles, California. 


Balance due on principal ; 
accrued interest C/1£ to 6/16/35 . 6p 


~-3° Note dated January 15, 1935 for 9,000.00 made 
by Ben. D. Spencer with interest at 7% principal 
and interest; payable in installments of $90.00 
or more on the 15th day of each month until 
December 15, 1937; the entire balance of principal 
and interest payable on January 15, 1938. Said 
note is secured by a Trust Deed dated January 15, 
1935, recorded in cook 13260, Page 15 of Official 
Records and covering Lot 4, block "C" of the 
Bonnie Brae Tract as per map recorded in book 9, 
Page 85 of Miscellaneous Records of the County of 
LoS angebes, California. 


Balance due on principal 8,81 
Accrued interest 6/15 to 6/16/35 @ 7% 


/ Note dated October 15, 1934 for $850.00 made by 
Francis J. Stewart and Frances S. Stewart with 
interest at 7,.; principal ard interest payuble in 
installaents of 710.00 or more on the 15th day of 
each month until October 15, 1937 at which time 
the entire unpaid balance of principal and interest 
are payable. Said note is secured by a Trust Deed 
dated lSctober 15, 1934, recorded in Book 13099, 
Page 4° of Ofticial Records amd covering Lov 27, 
Newton Tract as per map recorded in sook 9, Page 
L179 of Maps in the office of the County Reeorder of 
the County of Log Ampeles, California. 


Balanee due on principal 81 
accrued interest 5/15 to 6/16/35 2 7% 


a Note dated June 7, 1935 for 32,113.40 made by 
John wW. Taber with interest at 6,; principal and 
interest payable in installments of 30.00 or more 
on the 7th day of each month until May 7, 1938; the 
entire talance of prinelpal am interest being 
payable on June 7, 1938. Said note is secured by a 
Trust Deed dated June 5, 1935, recorded in sook 
13378, Page 385 of Official Reoords and oovering 
Lot 10, Block "A" of Tract No. @0 as per map recorded 
in Book 13, Pages 114 and 115 of Maps in the office 
of the County Reoorder of the County of Los Angeles, 
California. 


Balance due on principal : ape 
Accrued interest 6/7 to 6/16/35 & 6% 


yale 3 Note dated Ootod for ¢ : 
ote date otober 1, 1934 for $4,000.00 made by 


Frank R. Thomas and Claire V. Thomas due October 
1, 1937 with interest at 6/ payable monthly. Said 
note is secured by a Trust Deed dated October 1, 
1934, recorded in sook 13120, Page 193 of Official 
Reoords and covering Lot 4, Littleton Truct as per 
map recorded in Book 16, Page 129 of iaps in the 
office of the County Recorder of the County of 

Los Anreles, California. 


balance due on principal 
Accrued interest 6/1 to 6/16/25 u 6, 


ae 4 Note dated August 12, 1934 for (4,000.00 made by 
Edna Whitten with interest at 7y payable cuarterly; 
principal payable in installments of 420.00 or more 
on the leth day of eacn month until august 12, 1937 
at which date the entire balance of principal and 
interest are payable. Said note is secured Uy a 
Trust Deed dated auzust 12, 1934, recorded in syook 
weo90, Page 241 of Official Records and covering 
Lot 20, Wily 2' Lot 18 in Block 4, Downey Tract as 
per map recorded in 300k 6, Page 427 of Miscellaneous 
Records of the County of Los Angeles, California. 


Balance due on principal 
Acorued interest 5/12 to 6/12/35 on 43,820; 
6/12 to 6/16/35 on $3,800.00 & 7) 


PARTICIPATION CORTIFICATES 


Poe Part of a note dated august 25, 1954 made by 
L. L. Truitt and adele Truitt due May 25, 1937 with 
intereat at 6~ payable quarterly. Said note is 
secured by a Truat Deed dated August 25, 1934, record- 
ed in Book 13014, Page 185 of Official Reoords am 
covering Lot 9, Block 59, Town of Glendale aa per 
map recorded in Book 21, Page 96 of Kiscellaneous 
Records of the County of Los Anzeles, California. 


Balance due on principal 
Acorued interest 5/25 to 6/16/35 & 6p 


Part of a note dated April 15, 1935 for $6,000.00 
made by Ernest G. Thomas and Frida M. Thomas due 
April 15, 1938 with interest at 7% payable quirte:- 
ly. Said note is secured by a Trust Deed dated 
April lo, 1935, recorded in Book 13596, Fage 153 

of Official Records and covering a portion of Lot 
25 of Watt's Subdivision, part of Rancho San Rafael 
as per aep recorded in B00k 5, Page 200 of Wigoell- 


aneous Records of tre County of Los Angeles, Valifornia. 


Balance due on principal ' 
accrued interest 4/15 to 0/16 . 7p 


Part of a note dated September 21, 1928 for 920,000.00 
made by John Maltman and Matilda S. Maltman due Sept. 
21, 1931 sith interest at 77 payable quarterly. Suid 
note is secured ty a Trust Deed dated September 21, 
1928, recorded in Sook 8858, Page 43 of Official 
Records and covering Lots 13 and 14, 3lock 2, Tract 
Ro. 7555 as per map recorded ii. Sook 80, Pages 51, 52 
and 53 of ‘ups in the offices of tne County Recorder of 
Los angeles, California. 


salance due on principal , 
Accrued interest 4/21 to 6/16/35 c 7 


Part of a rote dated June lo, 1932 for $15,000.00 
made by Roy L. Kent and Elizabeth .. Kent due april 
20, 1955 with interest at 7 payable quarterly. Said 
note is secured by a Trust Deed dated June 15, 1932, 
recordcd in 3ook 11696, Page 83 of Official Records 
and covering Lot 8, Block 63 of Campbell and Thompson 
Tract as per map recorded in Book 9, Page 56 of Maps 
in the office of the County Recorder of the County of 
Los angeles, California. 


Balance due on principal 
Avorued interest 1/20 to 6/16/35 & 7% 


STREET IJMPPOVEMENT BONDS 


City of Glendale, Series 3, San Fernando Street, 
Bond 72 and #3 


City of Glendale, Series 1, Pacific, Gilbert and 
Gsell Streets, 3Zond #15 


City of Glendale, Series i, Thompson, Irving, etc. 
Streets, Yond #4 


City of Glendale, Series 1, Patterson, Fairmont, etc. 
Strects, bond 1-3-5-6-7-9-10-14-17-18-40-46 


80 


561 
1! 


33. 


° 


‘ . 


TRUST DEED NOTES 


FERRY ESTATE - TRUST No. SS-43558 


Desoription - Balance Due 


$1,425. Trust Deed Note of $ 135.00 
John Panko, present owner 
Mary Kotadka, dated 12/10/27, due 
12/10/32, extended to 12/10/35, 
interost at 7%, payable monthly,to 
6/10/35. 
$1,800.00 Trust Deed Note of 314.00 
Same] & Anna Zimmerman, dated 
1/18/28, due 1/18/33, extended to 
1/18/36 with interest at 7%, 
payable monthly. Int. paid to 5/18/35. 


$2,500.00 Trust Deed Note of Frances L. 2,222.25 
George & Nettie E. Boltz, dated 1/20/30, due 
2/2/33, extended to 2/2/36, with interest 

at 7%, peyoble quarterly. Int. to 6/2/35. 


$2,000.00 Trust Deed note of John Soley, 1,025.00 
Rosa Soley, & Jennie Santilla, present 

owner Joseph & Mary Agrusa, Sebastian 

& Josephine DeMaggio, dated 1/28/30, 

due 2/28/33, extended to 1/28/36, with 

interest at 7%, paysble quarterly. 

Int. to 4/28/35. 


$2,600.00 Trust Deed note of Lawrence R. 2,335.50 
& Annabelle M. Taylor, dated 8/5/31, due 

6/3/34 with interest at 7%, payable 

querterly. Interest to 6/3/35. 


€6,000.00 Trust Deed Note of Amy L. Cogs- 

well, Golda C. & Syril Tipton, dated 1/16/ 

32, due 1/16/33, extended to 1/16/36, 5,500.00 
with interest at 7%, psy: ble quarterly. 

Interest paid to 4/16/35. 


$7,500.00 Trust Deed Note of L. A. 7,000.00 
Yeiss & Molly weiss, dated 4/4/32, due 4/4/35, 
extended to 4/4/37, with interest at 

7%, peyrble auarterly. Interest psid. 

to 5/8/55. 


$2,000.00 Trust Deed Note of Arch & 2,000.00 
Artie Moore, dated 2/22/33, due 11/22/ 

33, extended to 11/22/34 with interest 

at 7%, payable quarterly. Interest 

paid to 2/22/35. 


$1,500.00 Trust Deed Note of Anna Kathryn 1,060.00 
McAllister, dated 7/12/33, due 8/1/36 

with interest at 7%, payable monthly. 

Interest paid to 6/1/35. 


$4,200.00 Trust Deed Note of J. H. 3,200.00 
& Kary Belle De La Monte, dated 

4/30/32, due 1/31/35, extended to 

1/31/36 with interest at 7£, 

payable quarterly; interest 

paid to 1/31/35. 


Value 


6/16/35 


FERRY FSTATE - TRUST No. 58-4558 
Valu 
Description Balance Due 6/1 [| 
64,250. OO Trust Deed Note of Mary B $3,800.00 
williams, dated 12/19/34, due 2/11/38, with 
interest at 7% pevable monthly. Interest | 
peid to 6/11/35. - 
$2,700.00 Trust Deed tiote of Carver 2,700.00 


Investment Co., dated 6/20/32, due 
6/20/35 with interest at 7%, paveble 
juarterly. Interest paid to 3/20/35. 


Participation Certificates issued by 


Security-First Netional Bank of Los Angelos, or its preiecess 
pursuant to Section 104 of the California Bank ict: 


Interest 
Series No. Maker of Note Rate Paid to 
6800/20 Aiken, F.M., et al 6a, 9/22/54 
6800/45 Serrano Corporation 63% 11/21/34 
6800/2110 : : GES oe 
= 23% 
6800 /125 Arroyo S@co Bldg. Co. 6 5/25/35 
6800/161 Midie Seunidt, Inc. 6 6/1/55 
6800/162 Tittmann, Eugene G. 53 5/27/55 
6800/182 First Christian Church 6) 5/15/35 
6800/207 Nesx Bernerd, Jr. 6h 4/2/35 
6800/210 MeCann, Mary 4. 6: default 
6800/215 Wilshire Lodge Bldg. 22 6/25/34 
Corp. 
6800/314 Chapman Bros. Co. 5 9/1/34 
Underlying Security foreclosed or Deed 
in tien of foreclosure: 
6890/13 Income Properties % default 
Corp. 
6200 /171 Bradbury Zstate Co. 62 ? 
6800 /214 Swensen, Helen Murray 62 " 
TOTAL ASSETS OTHER THAN CASH: 
$ 209.27 
Sees privicipa * 1,154.09 


‘The estate of Peter L. Ferry is entitled 


a — Oe eee eee ee ee 


Inanma or £26.16 


aeieaice, 
Balance 


$6,400.00 
3,000.00 


1,000.00 


500.00 
3,329.73 
4/029 27 

472.97 
300.00 
1,000.00 


500.09 
500.00 
taken 


500.00 


=-* 


6,683.91 


1,000.00 
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ESTATE OF PETER L. FERRY - Trust No. SS-43 


ASSETS OTHER THAN CASH, as of June 16, 1955: 


REAL ESTATE PARCEL 
City of Los Angeles, State of California, / 


Lot 392 of Mettler's Main Street and 
So. Park Tract. 


Cash of Hand $ 


& ‘a wa S| 


{ 


“ ( Nad 
Ss — 4 
Sh: 834,9/801 cory 
CITIZENS NATIONAL TRUST & SAVINGS RAMN¥Y GP LOS ANDELEYS 


PRIVATE TRUST NO, 2012 PETAR L. and CATHERT We 1 


WTATEMEST OF ASSETS OF TRUST 


aa of June 16, 1935 (Date cf Death 
of Peter L. Ferry. ) 


»-f CASH: 
Income Cash on Hand 46.0? : 
Principal Cash on Hand 1,963, 07 


Principal Cash in Term Savings Accourt 4,500.00 26,509.09 


Sven (79) Pm CeYT FIRST ¥ERTEAGES 
anc /or . a & Po oe Ong 


* 7 


Acorued Intcrest from 


1/1/39 ($1,834.58) 


i2 “ary G. Annebverg 3,017.35 3, 617,35 
heerued Interest from 6/16/35 25° 
si J. P. Petancourt 2,2 60108 Lin Coe (Eo ele 
Acerued Tnterest from 4/1/35 3°.09 
= Anna Vorrison * Loulse Brown 7,247 .9° 7, e+ 7e RR 
Acerued Interest fron €/8/35 1 7 
S Vary I. Chapman - 1, 86?.71 /, Gee 
Aceruad Intereet from 6/2/35 oe7 1 
' ay JITq9 i 
¢ live 0. Carhby 979.69 ; 79. oF 
Rheerued Intorest from 5/20/36 4.95 
; 7 ¥- edericy Jenks 1, 128.82 1] 28.22, 
Acerued Interest fron 5/30/35 3.40 
j & Ol$we A, Leenard 17,076.47 17, fsem 
__ kceruad Tntoreet from £/28/38 59,77 
Farry 9. Veta'n Corp. 7,400.00 1,000.00 


& > V. 
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iro 
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& 
Rayzond D. Yorris 7 3,691.84 
Accrued Internet from £/20/85 11.48 
wm. I. C' Rourke 1,857.27 
Accrued Interest from 3/9/38 54.65 
Vary &. Shannon 1,167.95 
Aearued Int-reat from €/4/35 2.72 
aia) BR. Sehon §,86°.12 
Acerued Interest from 3/24/38 88.68 
Py, Valentine 45,657 762 
Accrued Intcrost from &/12/35 24.05 
Frank “lLethorf 5,840.89 
Accrued Int’reet from 3/27/35 89.71 
OTs (68) PER Cant — CONT ¥OCRTGAGE 
Aloha Jantzen 828.14 
acerusd Intcrest fron 6/18/38 ake) 
£IX (€%) PER CENT SECCEP TRUST NED 
hurele Vermelen 486.95 


Acerued Intereet from 2/7/35 10.43 


ee al bigs, 


nek 


/,c¢ 


hundred sixtv-seven (167) feet to a point: thence ensterly 

Be right angles te sshic weetrrly lime vn distance of one hun- 
Area feet toa relint: trence southerly marsllel with said 
weeteriv line te the north riv line of enid Chevy Chase Prive; 
thence westorly lone s'1i4 northerly lire to the peint of be- 
Finn ine: 


Peeioes 12 Ome 19 iweloc’ 4 of Tract GB4°, 96 per Gr necora 
Seeeecoe (118, nares 64 to 94 of Mrps. 


Me bots 22, °9, 30 in Block #@ of Foore's® Pa-subdivisiicn cf a 
Pergion cf GivGa 9 cf the Glendale Aouleverdc Tract aa Ter 
map recorded in "00k 9, Paze 155 of Maps. 


me hots 1, 2? ang S itm Plock 1 cf BorticksS Tract ba par aap 
recorde? tr Reer 8, Pege 154 of “aps, 


Mogg, 10, 11, 1 fn Tract “319 ae per man Mecorees a4 
RpokeOt, sommes 99) 26 tnd 27 cf Mage. 


Wot 1S, Bor’ 1°, S$oprr Neights, in the Rencho @@n Rafael, 
ag cer ™1n recerdec {n Feok 59, Paves 24 to 36 of “nps, 1° 
tre office of the County Recorver of Los Aneeles County. 


Pe fet 2@ of Trect 4644; ws per ~meo recorded? in Rock 3a, jame< 
& ane 7 of Mapes, tm the cffice of the neeorder of Low Ange 
ean ty. 


Bee Lot 12 1? ioc “FP of Tract "600 ee cer mic recorded ix 
ucok GO, wge 3° of Macs. 


6, tot& 1 to 19 inclusive of Troct @G9S, sa per Mr recorde- 
teow 1? , Pama 7% of Maps’. 


1°. Lote 47 to 53 inclusive of Teyton 4venue Yore Traet 48 pe: 
=ap recorded ir Yeok 7, page 69 of “'scelleneous hecseres . 


ie Lote 40, £2, S3 and 79 of Tract 7776, *® per ‘nap recore?d 
Fook 84, Page 58 of Meeps. 


12. Lot 34 of Tract 6025 4s ver nap recorded in Book 64 Page ' 
of Maps. 


13. Lot 5 1” Block 16 of :elvss Ge Verdugo, cheets 1 te 7 as ~ 
map recorded tn Poor 37, Pages 77 to 845 of Yaps. 


14. Lots 1 to 4 inclusive and 8 to 16 inclusive, of Tract e7° 
as rer mar recorded in Pcok 113 Page 78 of Maps. 


1§. Lots 37 and 38 of tract 9088 as ver map recorded in Beek | 
Page 65 of Yaps. 


16. Lots 1, 3 and 4 of Descanso Trect, City of Tujunga, Count 
Los Angeles, 28 per man recorded in Book 22, Pages 66 anc 
of Maps. 


17. Lots 8 and.9 of the Descarso Tract, City of Tujungs, Coun” 
of Los Angeles, aa per tap recorded in Pook 22, Paces 66 


a 67 of Mans, EXCEPT any portions of Lots 6 and 9 that vay " 


» | ae @ a ee. unwell 6a, 


5 
' : ' TRACT NO. 6204 
PARCEL NO. 


“* 18. Lots 10, 11 and 12 of the Descanso inacic, Clity of Tr woke 
County of Los Angeles, as per map recorded in Rook 22, 
Pages 66 and 67 of Maps, res*rving for public road pur- 
poses thoee portions of said Lots 10, 11, and 12 within 
the bounds of Los angeles Avenue, as Uedicated on man 
of Glorietta Heichts, recorded in Rook 30, Pare 99 of Mis. 
cellan*ous “ecords of said County. 


J 


19. Lots 15 and 14, except the South 50 fet, of the Deesc-nac 
Tract, City of Tufunga, Covnty of Los ingeles, as per any 
recorded in Peok 92, Puge 66 of Mane. ALSO SXCHPTING the 
Enst 4° fret of Lot 14, te be used for street purnogses, 
and such portion of Lot 14 as may be included within the 
limits of Glorietta ‘venue, as shown cn map of Glorictta 
Keights, recordec in 28cok 50, Page 9S, Miscellaneous 
Records of ssid County. ALSC ZYCEPTING from saic Lets 
13 and 14 any purtion therecf that may be includece witht 
Les Ageeles “venue. 


°O0. The Xest one-half (4) of Lot Seventeen (17), the East on - 
half (2) of Let Kiehteen (18), an@ «lse that porticn of 
Los Angeles avenue shown or mis of Descanso Tract adicint: 
siid “est one-half (3) of Let :eventeen (17) and Hast 
one-half of Lot Eight (18) on the south and lying hetreen 
the southerly line cf said portions of Lots Seventeen (17 
and stehteen (18), ard the northerly line of Los Angeles 
Avenue as dedicated cn map of Glorietta Hetehts, v~ecordec 
{mn Sook 30, Page 99 of ¥Viscellaneous Records in tre offic 
of the Recorder of said County, and the North two hurdrec 
eight and fifty hundredths (208.50) feet of the west one- 
half (4) of Lot Eighteen (18), and the north tye hundre2 
eteht and fifty-hun“redths (208.50) feet of Lots Nineteen 
(19), Twenty (29), Teenty-one (91), and all of Lots Twent~- 
Two (22) and twenty-three (23), of the said Descanso Tract: 
RESERVING for cublic road purposes those nortions of Lots 
Twenty-one (21) and Twenty-twe (°2) and Trenty-three (23) 
within the bounds of Glorietta Avenue, as cedicrted on mi! 
of aatd Glorietta Heights; the mast one-helf (ES) of Let 
Seventeen (17), of the Descanse Tract: also that portion c‘ 
Los Angeles Averue shown on said map of Pescense Tract, % - 
fotning said Fast one-helf (%) of Lot Seventeen (17) on th- 
South, RESERVING for public road purposes that portior witt - 
in the hounds of Los Angeles Avenue age dedicated on mip of 
of Glorietta Heights, recorded in Book 30, paige 99 of Vis- 
cellaneous Recusds in the office of the County Recorder of 
Los Angeles Courty. 


Pl. Lot 24 of the Descanse Tract, in the City of Tujunga, Count 
of Los Angeles, 88 per map recorded in Rook ?’, Pages 66 
and 67 of Maps. 

22, Lot 25 of the Descanso Tract, as per map recorded in Book ° 

Pages 66 and 67 of Yaps, in the office of the Recorder of 

said County, reserving for public road purposes that porti 

of Lot 25 within the *ounds of Glofietta Avenue, as dedice 

on man of Glorietta Heights, recorded in Rook 30, Page 99 

of Miscellaneous Records, in the office of said County Rec 


2% Tots 276. 27. 28 and 29 of the Descanso Tract, City of Tufur © 


TRACT NC. 6704 


PARCEL NO. 


25. 


26. 


27. 


?8. 


Love 75, 27, °8 and ?9 as ray be included within the line 
of Glorietta Avenue, as shown on th sp of Glorietta ; 


Veignts ; 4 
=o. recorded in Pcok 30, Page SQ of satd Mtegellana, 


Lots 50, 3°, 33, 34, 35 and 36 

< DS of the Descanso Trac Ci 
Tu fungs, Ccunty of Los Angeles, as per map nope: : 
??, Fages 66 snd 67 of said Yap Records. 


Lot 1 and the “est 4CO fret of Lot © of fract 2085. City 
Tufjunga, Ceunr, of Los Anmeles, as per man recordea tn 9 
50, pages 70 und 71 of Man kecorads. | 


411 that portion of Lots Twelve (12), Thirteen (12), Four 
teen (14), Fifteen (15), Sixteen (16) «ond seventeen (17) 

Tract No. 2055, as per map recorded tn Prok 49. Pages "C 

71 of Maps, in the office of the Recorger of 5 at County 

Gescribed as follows: Pesinnine at the northvestorly ne 
of said Lot Twelve (12); thence salonz the north line ot 
Lot Twelve (12), ecst nine and seventy-nine hundcresths (2 
feet toa point in a line parallel with und two hunted ( 
feet, measured at right angles, from the e.sterly line of 
Kings Highway (seventy (70) feet wide) as shown on the mar 
said Tract: thence ulers said perxllel line, .cuth % dee. 
18! west four huncred thirty-one and trenty-seven hurirec 
(431.27) feet to a point in the south line of said Lot .e4 
teen (17): thence west two hundred (29C) feet to the scout 
corner of said Lot f‘eventeen (17): thence north 7 ject. 18 
east one hundred trenty-six and tvwenty-tine hurdrecths (1 
fieet to an anale soint in the westerly line cf seit Lot . 
teen (16); thence north 3° deg. 10! e+ st three hurere? si 
and twenty-eight hundredths (360.98) feet to tre vcint of 
minnie = Let THo (2), rXCEPT THY weet four hwrdret (402 
Pemte themes: Gee Lots Four (4), *ix (6) ana Eight (4) of 
s 14 Tract No. ?055. Suvfect to ecserent aeseribe? tn Ps 
33 hereof. 


PARC=L 5. That vcortion of the Novthwest quarter of te : 
oes GUSrter o. Jeetion 18, Township ° North, Nange 15 ee 
moe.6., in City of Tujunga, County of Los Anmmeles, cescri 
as follows: Peginning at 1 point distant .outh 255 feet 
the Northeast corner of the Northwest quarter of the cout 
Gm@earter of s@id section 18; thence Scuth 471 feet: thence 
e272 feet: thence Northessterly 4°70 fcet, more or less to 
point of heginning. 


PARCEL 6G. “Tunt portion of tre fracttonai :outreist cumrt 
of Section 18, Township 2 North, Range 145 est, .. BR. M., 
City of Tufunga, Ceunty of Los Anr-les, rounded and descr 
as follows: Reginning wt the Northwest corner of Lot 1 0 
Tract No. 2055, ss per nap recorded in Pcok £0, paves 70 

71 of said Yap records: thence Southerly slong the “est 1 
of snid Lot 1, 1 distance of €7 feet to the susterly rrol 
tion of the North line of the Descanso Tract, 18 per map 

recorded in Book 22 Pages 66 ard 67 of suid Map Records; 

Westerly along svid prolongation and North line of the Se 
Tract, 888.58 feet te the Northwest corner of Lot °9 of 8 
Descanso Tract; thence Northerly slong the Northerly prol 
tion of the Yest line of said Lot 99 to the North line of 
Southeast quarter of Section 16; thence Easterly slong s4 
Jast mentioned line to the point of beginning. EXCEPT th 


7. 


. 


TRUST NO. 6204 


PERCEL XC. : 


28% 


Lot 18 of Trict 3659 as per -~ap recorded in 3ook 38, Page 1 
of Mans. : 


Lot 38 {- Bloch "PP" of Tract 6463 ss per trap recorded in Be 
PY Pave 44 of “ars. cs : 


Lot ?0 in Block 2 of Alsmitos Neights ns por map recorded 
Moor 5, Paee LO4 cf Maps. 


Lots 20 and @5 of Truct 7999 as ner map recorded in Pool 9€ 
Pare @l of Samos. 


Land situated in the City of Tujunga, County of Los Angeles 
Site cf Calin cwtnip, to-wit: Prat vortion of Freet: onan 
‘ection Et- teen (18), Township Twe (2) North, Renge Thirte 
(15) feet, h. ©. a. & BM, described 29 folloWs: “eran 
"ee Nortvemst corngr cf Lot Cne (1) of Trect Mo. 2ORty aes 
ner mer recordad ig Rook $0, pages 70 amd 71 of Mapa in 
affice of the “ecorvder of said County: thence Touth 0° 16! 
“ast two hunireac tuerty-five (225) feet to the Coutheast cc 
-or of sul Lot One (1); thence alone the North Lines of Lc 
Teo (2) amd T46ree (44) of eaid Prect Ho. 9055 Hamet three 
huntred ind six hun‘redths (300.06) feet; thence North 24° 
Tast two nuttéres Sorty--seven and sixty-two hundredths (247. 
et *2 4 coineg fm bie Nore ling of the Southeast quarter 
swid Treetional secticn Eighteen (18); thence along the Mor 
Lins cf emid Meuthesist ouurter, West feur hundrec two Amd 
tmansy-nin: HYundrerths (40?229 ) feet vo SFe@ polit of saemin= 
"“DLISGe: Ge aeenent, uUrrecorded by seit out Ln above geati 
Aaenarae, for 1a rine line, »s now existe on the round toceth 
wit’ the right of ingress and egress for te purvnose of mal 
rananne and repl@cement, te location of which is d«sertihed 
4g beginnin>- at kh point 4 perex'mately 400 Peet distant rcs 
ane “i@ist line of Secit’or 7 whee the presenta polly ep pom | 
Pwam To nog Canyon Eekep to the Preearvoir located upon Lot 
of FTrmct Sc. °O58, "Ss per sap recorded in Yeok SO, wages. 7¢ 
hee 71 of Venms, tm tre of fice of f4e said County ~s¥orce., 
intorsects the Yorth line ef Fractfonal ©. £. } of Section 
7. OF 2. 13 ”. @. OD, Me Fhence ines, Scuthweeterls aiiuectiion 
slocs the nresent aenstructed nipe line +8 now laid and mar 
Ry @& tril emt trough the chaperral (6 the BortS line oF ¢ 
Lot 19% crosSeing Lot 1 of saic Tract No. @055 meer tae meg 
erly ené thereof sot @ point about “S00 feet Mest oF tie wear 
Dime of Saetton 17. Jfiifectiaa Lots, 12 “oslGmcnly ) seater 

‘ S oe me 
Portion of the North talf of the Soutkteast quarter of cecti 
1@, Totrship @ Korth, Kenge 15 West, S. 8. Be, deecribec as 
follows: 3er73rrins ot the Northeust corner of Lot 1 of Trac 
2055: thence South Of 18' “est 925 feet to the toutheast co 
nor of satd Let 1: thence along the North lines of Lota 2 a 
2 of seid Tratt POFS Sast 300.06 feet: thence North 24° 41! 
kagt 247,62 fret to a point in the North line of the couthe 
ou2arter of said Fractional Section 18: tence along the Nor 
line of said Southeast quarter, 7est 402.99 feet to the pol 
of beginning. 


Lot 1, teing a portion of the Northeast quarter of the Nort 
quart r of fection 1, Township ? North Range 17 “est (Rapos 


TRUST NO. 6204 
PARCEL NOQ. 


Property in County of Fresno, State of California 


3s 1. All of Sections 1, 11, 12, 14, and 15, Township 18 South, 
Range 17 East, Mount Diablo Base and Meridian, County of 
Fresno, State of California. 


ge 2. The Southwest quarter of Section 2, Township 18 Couth, 
Range 17 East, and the North half of the Southeast quarter 
of Section 2, Township 18 South, Range 17 East, Mount 
Diablo Rase and Meridian, County of Fresno. 


Property in County cf San Bernardino, State of Californi: 


1. The North half of the West half of the Southwest querter of 
t e Southwest qu rter of Section 27, Township 1 North, Rane- 
Gest, © F E. 


Added as per instructions of Mr. Sydney Wetzler, dated 
March 23, 19356. 


West 1/2 of the Southeast 1/4 of Section 36, 
Township 3 North, R nge 17 West, S.B.B. & M., 
Los Angeles County. 


vs. Catherine B. Ferry, etc. 995 
(Defendant’s Exhibit F) 
[Stamped]: Post Reviewed Sep 18 1940 
C-TS:PD 
eae LD 


PeCrNICAE SPARE, PACIFIC DIVISION 
ACTION MEMORANDUM 


In re Report of Hearing 6/19/40, MT :ET :California. 
IS. No. E-65. 


Taxpayer: Represented by: 
[state or Peter Ferry, J. Everett Blum, 
Catherine B. Ferry, Executrix, 808 Bank of America 
c/o Claude 1. Barker, Building, 
808 Bank of America Building, Los Angeles, 
Los Angeles, California. Calinornta. 


Collection District: 
Gul © alitornia: 


Overassessment Overassessment 
Claimed by Found by I. R. 
Date of Death Kind of Tax Taxpayer Agt. in Chge. 
June 16, 1935. Estate SGo,620.77 None 


[Stamped]: Received Aug 28 1940 Internal Revenue 
Agent in Charge Los Angeles Division 


Internal Revenue Agent in Charge, 
J.os Angeles, California: 


I return herewith the file relating to the above-described 
case, accompanied by a statement of the issues, the rele- 
vant facts and law, and the conclusion reached, with the 
grounds therefor. This statement has my approval and is 


996 Ethel Strickland Rogan, etc. 
(Defendant’s Exhibit F) 


incorporated as a part of the record of the case. The Staff 
Division has reached the following 
Decision: 
The overassessment in this case is as follows: 


Amount of Claim 
Date of Death Kind of Tax Overassessment to be rejected 


June 16, 1935 = Estate None $63,825.77 


The claim filed on behalf of the above estate in the 
amount of $63,825.77 should be rejected and official notice 
of such rejection should be issued by registered mail to 
the taxpayer in accordance with the provisions of section 
3772(a) of the Internal Revenue Code. 


The taxpayer does not agree to the foregoing determina- 
tion. 


Appropriate action should be taken in accordance with 
paragraph 5 of Commissioner’s Mimeograph, R. A. 1014, 
T. S.aio: 97. 


By direction of the Commissioner: 
Virgil Burns 
Head of Division. 


Date: Aug 28 1940 


¢_is PD 
LA:HLD 


TECHNICAL STABE PACIFIC DIVISien) 
SUPPORTING STATEMENT 


In re Report of Hearing ee MT:ET :Calitoriias 
ty SaNG. E-65, 


vs. Catherine B. Ferry, etc. 997 


(Defendant’s Exhibit F) 


Taxpayer : Represented by: 
Ie-tatesot Peter Ferry, Jo Exerett Blur, 
Cathenime 3) Ferry, HXecutrme, 808 Bank of America 
e7e Claude I. Parker, 3uilding, 

808 Bank of America Building, Los Angeles, 
Los Angeles, California. California. 


Collection District: 
Oth California. 


Overassessment Overassessment 
Claimed by Found by I. R. 
Date of Death Kind of Tax Taxpayer Agt. in Chge. 
June 16, 1935. Estate 903,020.77 None 


Head of Division: 


The above-entitled case, referred to the Pacific Division 
of the Technical Staff, at the request of the taxpaver, has 
been considered. 

In response to a request a conference was granted at 
Los Angeles, California, on July 8, 1940. 

The issues, relevant facts, law and argument and con- 
clusion of the undersigned follow: 

I. Issues: 

1. Whether an amount of $32,561.48 representing pro- 
ceeds of insurance payable to beneficiaries other than the 
estate in excess of the $40,000.00 exemption should be in- 
cluded in the gross estate of the decedent. 

2. Whether an amount of $610,837.45 representing 
property transferred prior to the enactment of section 
161(a) of the California Code is includable in the gross 
estate to the extent of the entire corpus thereof, on the 
basis of the terms of the respective trust instruments. 


998 Ethel Strickland Rogan, etc. 


(Defendant’s Exhibit F) 
Il. Findings of Fact: 


1. Peter Ferry died June 16, 1935, a resident of Glen- 
dale, California. Form 706 was filed on behalf of the 
estate which 


Estate of Peter Ferry Supporting Statement. 
reflected a gross estate of $276,664.17 and disclosed a tax 
liability amounting to $16,905.17. As the result of a field 
investigation a deficiency in estate tax in the amount of 
$61,183.19 was determined pursuant to thirty-day letter 
issued on August 4, 1937. 


A substantial portion of the deficiency was caused by 
adding to gross estate insurance. payable to beneficiaries 
other than the estate, in excess of the $40,000.00 exemp- 
tion as follows: 


Returned $260,071.24 
Tentatively determined 292,632.72 
Increase $ 32,561.48 


The decedent had taken out various life insurance poli- 
cies during his lifetime. The policies were the ordinary 
type of printed forms wherein he retained all of the in- 
cidents of ownership, such as the right to change the bene- 
ficiary, to the date of his death. The statement was made 
that the premiums on these various contracts were paid 
after July 29, 1927 with community funds. No evidence 
was presented in support of this statement. The examin- 
ing agent states, report dated February 5, 1940, that he 
endeavored repeatedly between October 23, 1939, and 
February 5, 1940, to obtain from the representative of 
the estate proof that the wife of the decedent ‘contributed 
any community funds in payment of any part of the in- 


us. Catherine B. Ferry, etc. 999 
(Defendant’s Exhibit F) 


surance premiums but that the representative finally ad- 
vised that he was unable to obtain such proof. 


No proof as to such alleged payments was presented 
during conferences held with the undersigned. 


2. A substantial portion of the proposed deficiency was 
due to increasing the gross estate in the amount of $610,- 
837.45 for the value of property transferred to various 
trusts by the decedent between the years 1925 and 1935. 
These were as follows: 


Trust No. Date Created Amount 

(a) S-5869 2-10-25 $108,363.36 
(b) 2012 4- 9-25 82,289.16 
(c) 1080 7-10-25 2,547.74 
(d) SS-4358 10- 9-25 95,182.02 
2) 1Os2 11- 2-25 126,604.80 
(f) 6204 6- 5-30 LO se50137 

Total $610,837.45 

estate of Peter Ferry Supporting Statement. 


Copies of the various trust instruments are contained in - 
the file and attention is invited thereto. With the excep- 
tion of (c) above, each recites that the trustee has re- 
Cemcamimom~ beter LaWerry and Catherine 6. Kerry, hine- 
band and wife, trustors, a conveyance and transfer to it 
of the trust property. The pertinent provisions of the 
trusts are similar and are substantially as follows: 


(a) Peter Ferry reserved the right to revoke or termi- 
nate Trust S-5869 in whole or in part during his lifetime 
with the consent of a majority of the living beneficiaries. 
The income was payable equally to the trustors and their 


1000 Ethel Strickland Rogan, etc. 


(Defendant’s Exhibit F) 


six children, subject to a payment of $300.00 per month 
to Catherine Ferry’s mother during her lifetime. Upon 
the death of the survivor of the trustors the principal was 
to be distributed as prescribed to the remaining bene- 
ficiaries. 


(b) Trust 2012 provides for the distribution of the in- 
come share and share alike, among the trustors and their 
children, revocation and modification to be effected by the 
trustors and any three of the remaining beneficiaries. 
Upon the death of both trustors, the corpus is to be dis- 
tributed among the children as prescribed thereby. 


(c) Trust 1080 was created by Harry G. MacBain, 
July 10, 1925, to sell certain real estate. On. July 10, 1925, 
decedent purchased a one-tenth interest in the trust and 
took title thereto as joint tenant with his wife. The rec- 
ord indicates that decedent transferred his interest to three 
of his children on May 28, 1935, eighteen days prior to his 
death while in an advanced stage of cancer. 


(d) Trust SS-4358 was absolute and irrevocable ex- 
cept that Peter L. Ferry could, during his lifetime, make 
modifications with the consent of the majority of the other 
beneficiaries who were his wife and six children. The 
provision for the disposition of the principal was substan- 
tially the same as in the above-described trusts. 


(e) In this trust the income was to be paid to the 
trustors and to the survivor of them during their lives. 
The trust was to be absolute and irrevocable ‘‘except that 
the Trustors have reserved unto themselves and a majority 
of the Beneficiaries the right at any time upon written 
notice delivered to said Trustee, to change the time of pay- 
ment and/or the proportion of income, and/or the Bene- 
hiearies mentioned in Article Pour ot this Trust. 
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The provision for the distribution of the principal upon 
the death of the trustors is substantially the same as in the 
other trusts. 
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(f) In this trust the income is payable to trustors 
jointly during their lifetime and upon the death of either 
the entire income is payable to the survivor during his or 
her lifetime. Upon the death of the survivor the corpus 
is to be distributed equally to the then living children, ex- 
cept that the share of any child under 30 years of age is 
to be held in trust until such child reaches the age of 30. 
Trustors reserved the right during their lifetime, acting 
jointly, to revoke, change, amend or substitute. 


After protest the case was considered by the Conference 
Section of the Bureau and the proposed deficiency was 
sustained. At the request of the estate’s representative 
the case was reviewed by the Committee on Appeal and 
Review which sustained the Conference Section. A pro- 
posal made by the representative of the estate that it con- 
cede the insurance issue and the inclusion of three-fourths 
of the total trusts in gross estate was rejected by the fore- 
going action. 


Bureau letter MT-ET-7738-6th California, dated Febru- 
ary 5, 1938, allowed a credit of $27,980.46 for State estate, 
inheritance, legacy and succession taxes. Collector’s Form 
899 indicates that the full deficiency was paid. Subse- 
quently the estate, on February 20, 1939, filed a claim in 
the amount of $63,825.77 and requested reconsideration of 
both issues. After reconsideration in the field conference 
office the claim was denied. The recomputation as the 
result of such conference determined a deficiency of 
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$848.93, The computation failed to allow a deduction of 
$5,950.00, representing a transfer of bank stock and addi- 
tional expenses of decedent amounting to $3,310.17 paid 
by the estate, which were recommended for allowance in 
Bureau letter MT:ET:Cl. 7738-6th California, dated 
January 22, 1938. These appear to be proper adjustments 
and should be allowed, eliminating the proposed additional 
deficiency, which is barred by statute. 


Ill. Law and Argument: 


1. This issue presents the question as to whether gross 
estate should be increased by the proceeds of insurance 
payable to beneficiaries other than the estate, in excess of 
the $40,000.00 exemption. 


The estate’s representative relies on the cases of Lang 
v. Commissioner, 304 U.S. 264 (20 A. F. T. R&S 
and Elizabeth C. McCoy, Adm’x., 37 B. T. A. 114. The 
Lang case involved the Revenue Act of 1926. Section 
302(g¢) of that Act, as amended, provides for the 


t 
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inclusion in the gross estate at the time of decedent’s death 
of the amount receivable, in excess of $40,000.00, by all 
other beneficiaries as insurance under policies taken out by 
the decedent. Article 25, Regulations 70, states that in- 
surance is deemed to be taken out by the decedent in all 
cases where he pays all the premiums, either directly or 
indirectly, whether or not he makes the application. 


Article 25, Regulations 80 (1934 Edition) (as amended 
by T. D. 4729), provides that insurance is considered to 
have been taken out by the decedent, whether or not he 
made the application, if he acquired the ownership of, or 
any legal incident thereof, in the policy. Legal incidents 
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of ownership in the policy, the article continues, include 
the right of the insured or his estate to its economic bene- 
fits, the power to change the beneficiary, to surrender or 
cancel the policy, to assign it, and the like. 

All of the policies in this case were taken out by the 
decedent upon his own life. They were the usual standard 
form of policy giving him legal incidents of ownership 
such as changing the beneficiary, assignment and the like. 
They thus come within the express wording of Article 25. 
The estate’s representative failed to show that any por- 
tion of the premiums was paid by community funds. But 
even if this were shown it appears immaterial in view of 
the provisions of Article 25, Regulations 80. Due to the 
difference in the express wording of Article 25, Regula- 
tions 80, as compared with the same article in Regulations 
70, the Lang decision is not applicable in this case. The 
Court, itself, recognized this fact when it stated: 


“Treasury Regulations 70 were in force when Lang 
died and are applicable to his estate. It is unneces- 
sary for us to consider the meaning, validity or effect - 
of the changes introduced by Regulations 80.” 


In the McCoy case, supra, the question was whether 
the laws of California were the same as those of the State 
of Washington with respect to life insurance where the 
premiums had been paid out of conmmunity funds. The 
question of the difference in the regulations was not dis- 
cussed, as herein presented. The decedent in the McCoy 
case died in 1932. Hence Regulations 70 would be ap- 
plicable as in the Lang case. It 1s apparent that the Mc- 
Coy case is not controlling herein. 
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It was held in Newman v. Commissioner, 76 F (2d) 
449, where decedent had taken out policies of insurance 
wherein he reserved the right to change the bene- 
ficiaries, and where the premiums were paid out of com- 
munity property, and the proceeds were to go 
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to his wife, that the transaction is regarded as a gift by 
the husband to the wife, and the estate of neither is re- 
garded as having paid the premiums so as to be entitled 
to reimbursement on account of the payment. 


In the Estate of Cyprian A. Sporl, Sr., 40 B.T.A. 141 
(acq.), decedent died in 1936 in Louisiana leaving a large 
amount of life insurance. He had had the right up to the 
date of his death to change the beneficiary. All of the 
premiums on the policies were paid out of community 
property. It was held that the total value of the insurance 
policies at date of death in excess of $40,000.00 was in- 
cludable in the gross estate. 


While both the Sporl and the Newman cases, supra, in- 
volved community property laws of Louisiana, no material 
or essential difference between such laws of that State 
and those of California as to nullify the controlling ef- 
fect of those decisions in the instant case was asserted or 
established by the estate’s representative. From a study 
thereof and consideration of cases involving the laws of 
these states, it does not appear that any material differ- 
ence therein exists. 


2. This issue involves the question as to whether the 
establishment of certain trusts by the decedent and his 
wife amounted to a property settlement between the 
spouses, giving the wife a vested interest therein, which 
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one-half interest should be excluded from the gross estate 
of the decedent. 


The corpus of all five of the trusts was acquired by the 
decedent during coverture prior to the enactment of section 
161(a) of the California Civil Code giving the wife a 
vested interest in the community. Prior to the enactment 
of this section of the Code, the wife had a mere ex- 
pectancy in the community. The rights of the husband 
were so complete that the husband was the owner of the 
community. U. S. v. Robbins, 269 U.S. 315. The fact 
that the wife became a co-trustor is therefore without sig- 
nificance or effect. She contributed nothing of her own 
and her participation was a mere formality. 


It is contended that the legal effect of these trusts was 
to constitute the wife a tenant in common with her hus- 
band in the corpus thereof. There is nothing to indicate 
that the wife acquired any additional property or property 
rights by becoming a signatory to the trust instruments. 
Had any of the trusts been revoked, by the terms of the 
instruments the corpus would have become the property 
of the trustors, in which event an estate of tenancy in com- 
mon might have been created. However, none of the trusts 
was revoked during the decedent’s lifetime. 
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The decedent had also reserved the power, to alter, re- 
voke, or amend the trusts, with the concurrence of certain 
of the beneficiaries. 


Article 20(a), Regulations 80 (1937 Edition) provides 
that all trusts are subject to tax when the transfer was 
made after the enactment of the Revenue Act of 1924 and 
before the amendment of the subdivisions by the Revenue 
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Act of 1934 became effective, and the decedent’s death 


occurred at any: time subsequent to the transfer, with 
power of revocation reserved to the decedent, alone or with 
others, having or not having a substantial adverse inter- 


est in such property. 


The wife contributed nothing to the trusts. She had no 
interest in the trust property other than the life estate 
given her in certain of the trusts. The decedent reserved 
the power to alter, amend and revoke the trusts with the 
consent of others having substantial adverse interests in 
the property. Accordingly the property, or corpus, of all 
five trusts are includable in the gross estate of the dece- 
dent. 


The representative of the estate submitted a proposal 
for settlement as follows: 


(a) That the estate concede issue 1 in full. 


(b) That there be included in the gross estate $503,- 
940.90 of the transfers in trust and that the remainder 
thereof, or $106,896.55 be excluded. Acceptance of this 
proposal would result in an overassessment and refund of 
$7,199.84 plus interest. Careful consideration of this of- 
fer in the light of the applicable law leads to the conclu- 
sion that the proposed offer is unacceptable. 


On the basis of the foregoing, the claim for refund of 
the estate in the amount of $63,825.77 should be officially 
rejected in accordance with established procedure. 
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IV. Conclusion: 


Since the taxpayer did not submit an acceptable pro- 
posal for settlement the case should be returned to the 


Revenue Agent in Charge for appropriate action. 


H. L. Ducker 
Assistant Technical Advisor. 
8-26-40 
ce -C PEM 
368654 
Feb 1 1943 


imc catiermic B. verry, Executrix, Estate of 
Peter Ferry v. Rogan. 


DEPUTY COMMISSIONER BLISS, 
Miscellaneous Tax Unit. 
Attention: Estate Tax Division. 


The above-entitled case is now pending in the United 
States District Court for the Southern District of Califor- 
nia and is an action brought by the executrix of the estate 
of Peter Ferry, deceased, to recover a portion of the Fed- 
eral estate tax paid by that estate. 


An offer in settlement has been submitted by the repre- 
sentatives of this estate under which it is agreed that 
plaintiffs will accept in full settlement of their claim the 
sum of $16,511.39 stated to represent the overpayment re- 
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sulting from decreasing the value of the corpus of Trust 
No. 6204 ‘from the determined value of $195,850.37 to 
$111,382.87. It is contended by plaintiff that 27 parcels 
out of 38 parcels of real estate that were put into this trust 
were held by the decedent and her husband as joint ten- 
ants. It appears that the value of these joint tenants par- 
cels at the date of death was $168,935.00 and it is, there- 
fore, claimed by the estate that the wife’s one-half or 
one-half of that amount or $84,467.50 should be excluded 
from this decedent’s taxable estate. The exclusion of that 


amount would reduce the value of the corpus of this trust 
to $111,382.87. 


It is requested that a recomputation of the estate tax 
liability of this estate be made after reducing the value 
of the corpus of this trust by $84,467.50 and that you 
advise the amount of the overpayment resulting from this 
adjustment. Also show in your memorandum the date 


from which interest is to be computed. 


The administrative estate tax file for the estate of Peter 
Ferry is transmitted herewith and should be returned with 


your memorandum. 


This case is set-for trial on February 8, 1943 in Los 
Angeles and it is necessary that consideration be given to 
the offer prior to that time. The recomputation requested 
is for use in this connection. It is, therefore, requested 


that this matter be given your special attention and that 
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the recomputation be furnished at the earliest possible 
date. 
J. P. Wenenel 
J.P. WENGHE I, 
Chief Counsel. 


fencl. 261133 


als 


Enclosure No. 919171 With Letter From Hoyt—Mar. 
26, 1943 From Department of Justice 


[Endorsed]: No. 2106 OC. Ferry vs. Rogan. Deft. 
Exhibit No. F in evid. Filed 6/8 1943. By Cross, Deputy 
Clerk. . 
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TREASURY DEPARTMENT 
Washington 
[Crest] 
Office of 


Conimissioner of Internal Revenue 


Address Reply to 
Commissioner of Internal Revenue 
and Refer to 


MT-ET-GT-1924-1925 Miscellaneous 


Donor—Peter Ferry (deceased ) 
Sep 15 1942 


CERTIFICATION 


This is to certify that after diligent search, no record is 
found to exist in the records of this office of a gift tax 
return, or returns, filed by Peter Ferry, now deceased, re- 
porting a gift, or gifts, to his wife for the calendar years 
1924 and 1925. 

D. S. Bliss, 
D. S. Bliss, 


Deputy Commissioner. 


[Endorsed]: No. 2106 OC. Ferry vs. Rogan. Ex- 
hibit No. G in evid. Filed 6/7 1943. By Cross, Deputy 
Clerk. 
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6. Income from Fiduciaries. (Gtate name and eddrems) anne err 
ee ae ee ee ELT IRS 

7. Regtaland Royal tiem:pai(VrecmBebedbeyB) oe no anne ean ccc non este onnan sees eee ee 


9. Taxable Interest on Liberty Bonds, ete. (From Sebedals E) _____. 
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22 Net Income yor Tax Comrvtation (Itcm 20 minus Item 21)............---.--.--: on SEE 
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us. Catherine B. Ferry, etc. 1037 
(DRE ENDANT’S EXFiBl TU | 


[Stamps ] 
JOINT TENANCY DEED 


-- - Bert L. Perry and Anna T. Perry, husband and 
wife, - - - in consideration of - - - Ten (10.00) - - - Dol- 
lars, to them in hand paid, the receipt of which is hereby 
Memo wledged, dO.-....2..+.:-- nereby Grant tor cite Lo meqry 
and Catherine B. Ferry, husband and wife, - - - - - - - 
As Joint Tenants all that real property in the City of 
Glendale, County of Los Angeles, State of California, de- 
scriped.as: Lot Thirteen (13), Block Twelve (12); Sparr 
Heights, in the Rancho San Rafael, as per map recorded 
in Book 59, page 34 to 36 of Maps, in the office of the 
County Recorder of said County. 


This deed is an absolute conveyance, the consideration 
therefor (in addition to that above recited), being full 
satisfaction of all obligations secured by that certain trust 
le -aeexectred by sainae emirernry and Bert LL. Perry, her 
husband, to Johnston Finance Corporation, a corporation, 
Trustee, recorded in Book 6580, page 31 of Official Rec- 
ords of Los Angeles County. 


Grantors acknowledge that this conveyance is freely and 
fairly made; that the consideration received by grantor is 
equal to the fair value of the grantors’ interest in said 
land, and that there are no agreements, oral or written, 
other than this deed between grantors and grantees with 
respect to said land. 


Witness our hands this 6th day of December, 1932. 


Bem wer eri, 
Amna I. Perry. 
Title Guarantee and Trust Company, 220 West Fifth 
Street, Los Angeles, California 


1038 vs. Catherine B. Ferry, etc. 
(Defendant’s Exhibit U) 


State of California 
County of Los Angeles—ss. 


On this 6th day of December, 1932, before me, Ethel 
Keary, a Notary Public in and for said County, personally 
appeared Bert L. Perry and Anna T. Perry, husband and 
wife, - - - known to me to be the persons whose names are 
subscribed to the within instrument, and acknowledged 
that they executed@tne same. 

Witness my hand and official seal. 

: Ethel Keary 
Notary Public in and for said County and State. 
My commission expires June 25, 1936. 
Joint Tenancy Deed 


Balke. Fery crux 
To 
Peter L. Ferry et ux 
Dated December 6, 1932 
Title Guarantee 
and Trust Company 


Title Guarantee Building 
Broadway at Fifth 


Los Angeles, California 


Capital and Surplus over $7,000,000.00 
Order No. 363 


Escrow No. 942753-HFS 
When Recorded Please Mail to: 
Peter (energy 


3030 Chevy Chase 
Glendale Cal. 


vs. Catherine B. l’erry, ete. 1OS9 


(Defendant’s Exhibit U) 

Recorded at Request of Title Guarantee & Trust Co. 
For er t9@4 at 8:30 A. M. In Book 12688 Page 265 of 
@incaleieconds, Los Angeles County, Cal. ©) iL. Logan, 
County Recorder. I certify that I have correctly tran- 
scribed this document in above mentioned book. O. Allen- 
baugh, Copyist County Recorder’s Office L. A. County. 


Compared Read by Colon Document Terry 
[Endorsed]: No. 2106 OC. Terry vs. Rogan. Deft. 


Exhibit No. U in evid. Filed 6/8 1943. By Cross, 
Deputy Clerk. 


1040 us. Catherine B. Ferry, ete. 


[Title of District Court. ] 


United States of America, 
Southern District of California—ss. 


I, Rk. S. Zimmerman, Clerk of the United States District 
Court for the Southern District of California, do hereby 
certify that the foregoing is a full, true, and correct copy 
of Defendant’s Exhibits A, B, C, D, F, G, H, aa 
M, N, O, P, Q, R, S, T and U, xeceived in evidemeauen 
the trial of case No. 2106-O’C Civil, Catherine B. Ferry, 
as Executrix of the last will and testament of Peter Ferry, 
Deceased, Plaintiff, vs. Ethel Strickland Rogan, as Ex- 
ecutrix of the Estate of Nat Rogan, Collector of Internal 
Revenue for the Sixth District of California deceased, De- 
fendant, as the same appears from the original record re- 
maining in my office. 

Witness my hand and the seal of said Court, this 11th 
day of December, A. D. 1944. 

[Seal] “EDMUND L. SMITH, 

| Clerk, 


By Re B. CLIFTORM 
Deputy Clerk. 


